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Academy of Sciences Views sudoplatov Atom 
Spy’ Allegations 

944Q00518A Moscow LITERATURNAYA GAZETA 
in Russian No 30, 27 Jul 94 p 13 


{Excerpts from a discussion at the meeting of the Rus- 
sian Academy of Sciences presidium, with the commen- 
tary of LITERATURNAYA GAZETA commentator 
Oleg Moroz: “The First Soviet A-Bomb Was Indeed 
Plagiarized—But in All Other Respects P. Sudoplatov’s 
and V. Belokon’s Contentions Are Slander...’’] 


[Text] The book Special Operations describes, among other 
things, the story of the development of Soviet nuclear 
weapons. V. Belokon, head of the Moscow State Univer- 
sity’s laboratory for energy forecast, offered his opinion on 
this issue in LITERATURNAYA GAZETA No. 26 (earlier 
he also did so in the Russian Television’s program “Top 
Secret”.) Today we publish excerpts from the remarks made 
at the meeting of the Russian Academy of Sciences pre- 
sidium, which present a different viewpoint. 


Ye. VELIKHOV, academician, director of RSC [Russian 
Scientific Center] Kurchatov Institute: 


We have heard for many years now this accusation against 
Soviet science—in this instance, nuclear physics—which says 
that, because a considerable part of information on the 
atomic bomb was received from the West through intelligence 
channels, Soviet nuclear physicists, who were developing 
both the bomb and the atomic industry, in reality were not 
original thinkers but merely replicated ideas of others. 


Asa result, this led to their moral corruption—you heard 
this on television. There were words said there I do not 
want to repeat and which are so meaningless with respect 
to people whom we all know very well as highly intelli- 
gent that it would be shameful to repeat them. Next, 
however, more serious accusations were leveled—that 
the result of this situation, which allegedly developed in 
the nuclear science, was Chernobyl... 


Building atomic industry; achieving separation of isotopes 
on the industrial level; developing and building the pluto- 
nium technology; building the bomb itself and everything 
surrounding it is a task of immense proportions, which 
could not be accomplished by documents obtained 
through intelligence... 


I think that science in Russia, in the Soviet Union, was 
highly developed even before the war; it was ready to handle 
this task. And it accomplished this task. The speculation 
that nuclear science today is in a state of some sort of decay 
is wrong. We have a problem with this industry, and we 
need to discuss why this problem exists... Speaking of 
Chernobyl, however, this issue is associated not with science 
but organization... 


Yu. KOBALADZE, head of the Foreign Intelligence 
Service’s press bureau: 


As a representative of the intelligence service, I have to 
tell you officially that the Foreign Intelligence Service 
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[FIS] is just as indignant over Sudopla’ ov’s book as the 
scientists and, I hope, the public are. The usually 
restrained intelligence service undertook unprecedented 
steps, and we made an official statement issued through 
the press bureau, which I want to read here: 


“The atomic, and then thermonuclear, weapons were 
created in the Soviet Union first and foremost thanks to 
the presence of scientific-technical and intellectual 
potential. A large group of Soviet scientists made a 
powerful contribution into it. Over a very short period of 
time, nuclear industry was built in the country. The labor 
of hundreds of thousands of people concentrated on 
resolving this task of great importance for the USSR. 


‘As to intelligence services’ contribution to the creation 
of the Soviet atomic bomb, its important, competent 
work in the interests of the state played an auxiliary role. 
In September 1941, intelligence received valid informa- 
tion on the work being done with respect to development 
of atomic weapons in the United States and England. 
Later, in a close contact with scientists, it organized a 
flow of secret information from abroad, which helped 
Soviet specialists to solve a number of difficult scientific- 
technical problems and cut the time needed for the 
development of our own nuclear weapons in the USSR. 


‘Judging by archival materials at the FIS disposal, one 
may say that Sudoplatov’s book Special Operations is a 
motley mosaic of true events, semitruths, and pure 
fabrication. Both the events and the role of many partic- 
ipants are interpreted freely, and often incorrectly. We 
will leave on the author’s conscience the appraisal of the 
degree of his participation and significance in the matter 
of building the atomic bomb in the Soviet Union. 


“And lastly. Special services usually avoid talking about 
the methods of their work and specific sources of infor- 
mation. However, in this case, we find it expedient to 
state that the contentions in the book that Soviet intel- 
ligence obtained information on the atomic bomb 
directly from such famous scientists as Fermi, Scillard, 
Oppenheimer, and some others are not true.” 


V. BARKOVSKIY, former intelligence officer, retired 
colonel: 


I happened to work in England during the war. It was a 
very interesting period from the viewpoint of learning 
and from the viewpoint of our understanding of the 
imporiance of information we were getting... 


I can name as an example certain pieces of informa- 
tion—what we paid attention to. First, we received 
information on the methodology of calculating the crit- 
ical mass. Next. We received information on the Amer- 
ican atomic bomb that was tested in 1945. 


There is a lot being said around this issue now that is 
outside the point. We are being accused of copying the 
bomb. In reality, we had to rush in order to deprive out 
allies of the monopoly on atomic weapons. Therefore, it 
was decided to use what already existed, but not without 
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certain adjustments and changes. Subsequent prototypes 
of our own weapons, however, were both lighter, smaller, 
and more powerful. It was already strictly a product of 
minds and efforts of our scientists... 


I must clearly emphasize that intelligence never claimed 
a leading role in this area. We were not the ones to do the 
calculations for the atomic bomb; we were not the ones 
to produce all the needed materials—we only provided 
food for thought: Please, use it. And here we owe a great 
debt of gratitude to Igor Vasilyevich Kurchatov, because 
all these operations abroad and all the actions associated 
with nuclear weapons production in our country had to 
be kept extremely secret so that nothing would interfere 
with our work, so that nobody would know that we were 
onto it, so that nobody could get wind of it and put some 
obstacles in our way. Therefore, a very original and 
simple way of utilizing the information was chosen: All 
of it went to Igor Vasilyevich personally; he looked 
through it, wrote opinions, raised additional questions, 
and in his own interpretation made it known to his 
immediate colleagues and executors. As he told later, 
because of this method of information utilization, an 
opinion formed among those working on the project that 
the information Igor Vasilyevich had was coming from 
some other domestic secret centers working on parallel 
tasks... 


Among the comments Igor Vasilyevich made on the 
information we supplied, I could draw your attention to 
the fact that, when Laboratory No. 2 went into operation 
and he was given the first pieces of information, he wrote 
that the information we obtained necessitated a revision 
of our viewpoint on many matters and indicated the 
possibility of solving technical problems much faster 
than our scientists not familiar with Western work. This 
was a very interesting and very important comment, 
which gave us a great morale boost... 


And when information came on the implosion method 
(1945); when the Americans were getting ready to build 
their designs, he wrote that we do not know much about 
the implosion method... Therefore, information on the 
nuclear chain reaction through the method of implosion 
was very interesting and very important. 


Yu. SMIRNOV, leading researcher of RSC Kurchatov 
Institute: 


Speaking of the informational side of the issue, the 
campaign that is currently underway because everybody 
now is free to say what they think (which is not too bad), 
in reality began in the United States in the 1950's. It was 
then, after the sensational unmasking of Klaus Fuchs, 
that the perception emerged, which was promoted and 
popularized in America in every way—that everything 
the Soviet Union accomplished in its atomic program, 
with respect to nuclear weapons, is in particular or 
especially the result of intelligence activities. But on that 
side we had civilized opponents. While our scientists did 
not have the opportunity to speak up then, in America 
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this legend, which emerged in the 1950’s—that every- 
thing has been stolen by intelligence officers from Amer- 
ica—acquired the right to legitimacy. In a certain sense, 
the main promoters of this idea were Teller, Hans Bethe, 
and other principals in the American project. 


When, however, our joint—mine and Juliy Borisovich 
Khariton’s—materials were published (I mean first and 
foremost three of them: an article in IZVESTIYA; a 
report dedicated to Kurchatov; and the article in 
NAUKA I ZHIZN magazine), the West completely 
revised its viewpoint... 


While they realized and figured out in a civilized way what 
is what, and changed their viewpoint, in our country we see 
now a manifestation of uncivilized approach. I mean, of 
course, the mass media. The point is not what intelligence 
was getting and delivering. I want to emphasize once ay in 
that this should not be limited to mere statements— 1s 
should be a subject of most meticulous discussion with 
specialists, because only specialists—not intelligence offic- 
ers—can confirm which information was really important 
and which part of that important information was used, 
because not all important information is needed, and some 
information was of no significance whatsoever or even was 
counterproductive... 


It is true that the first atomic bomb, the first explosion in 
the Soviet union in 1949—no matter how we try to wash 
over the fact—was a copy of the American bomb. But by 
1949 our own development and its progress were such 
that a constructive and far-reaching solution in the 
creation of nuclear design was absolutely clearly visible. 
However, fully aware, in order to avoid the risks, in 
order to demonstrate as quickly as possible that we had 
an atomic weapon, this particular decision was made, 
based on one elementary fact—that the American design 
already worked and that the risk of failure at the first 
explosion was minimal this way... 


Our design was later successfully tested. It was practi- 
cally twice as light as the American counterpart, twice 
more powerful, and one-and-a-half-times smaller in 
dimensions than the American one. 


I can say with full responsibility that the hydrogen bomb 
was built first in the Soviet Union, and the 12 August 
1953 test was unprecedented, although by that time the 
Americans already had conducted the first thermonu- 
clear experiment. But alas, they did not explode a bomb. 
It was a bulky, ground-based laboratory construction... 


What we have today is an unbridled campaign, incom- 
petent, into which nonspecialists are being invited. It 
somehow became unfashionable to invite specialists, 
and television time and microphones are put at the 
disposal of people who do not have either moral or 
professional right to make far-reaching statements... 


All of this has legally provable attributes, that is, points 
on which claims can be made againsi the publisher and 
the authors of this scandalous book, where Sudoplatov is 
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the main author. This is the case where documents exist 
that prove beyond any doubt the opposite. The insulting 
conjectures Mr. Sudoplatov permitted himself both with 
respect to Western scientists and our scientists, who 
allegedly only “plagiarized,” provide grounds for a 
lawsuit. 


Using false information, Belokon also insulted the scien- 
tific and technical elite of our country. Belokon’s 
behavior is proof of where such a scandalous book may 
lead us... 


V. ADAMSKIY, laboratory chief, Russian Federal 
Nuclear Center: 


The situation we are now discussing could not have arisen 
had it not been for such secrecy, such separation of our 
microcommunity from the rest of the scientific community 
in our country. Whether it was necessary or not is another 
matter, but now in any event this is already a remnant, an 
archaism, and we have to sort these things out. I believe 
that we must tell as much as the Americans do about 
ourselves, about our work, of how ideas clashed. I know; I 
am convinced on the basis of my own experience that 
when all is said, then there will be no room left for all sorts 
of speculations, for saying that all this had been borrowed, 
because you can see how these ideas were born, how they 
were implemented, how they were controlled. 


I also want to add that the role of the intelligence service 
is known; it was discussed here. But also later human 
intelligence no longer supplied information to us; we had 
at our disposal such an effective thing as purely technical 
intelligence. Both the Americans and we knew very well 
which bombs they and we had. It was easy to do because 
the bomb itself sends out a wealth of information during 
the explosion. It is all sorts of radiation-chemical data, 
electromagnetic data about the bomb. So as long as 
testing was done above ground, we knew very well what 
was happening on the other side, whether we were 
behind or ahead... 


Zh. ALFEROV, academician: 


I would like to say that, with respect to the hydrogen 
bomb, everything was absolutely clean. The main idea of 
using lithium deuteride as the main material for the 
hydrogen bomb, which gave us a decisive advantage, was 
proposed by Vitaliy Lazarevich Ginzburg... Before B.P. 
Konstantinov’s work, there was a problem with light 
isotopes—they did not exist; after his work, there were 
light isotopes and no problem. All this work was done in 
our Physical-Technical Institute. One of the chief cre- 
ators of this technology—Grigoriy Yakovlevich 
Ryskin—died yesterday. Unfortunately, fewer and fewer 
scientists remain who actually participated in this great 
undertaking. And undoubtedly many things that hap- 
pened today are the result of the fact that for some 
reason or other we have not written a history of this 
heroic saga... I think that we absolutely must do it today. 
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And it is clear for everyone that, without the scientific 
and technical potential that had been built in the 1920’s- 
1930’s and later, nothing could be done here with any, 
even the most perfect, work of the intelligence services. 


1. GOLOVIN, doctor of physical-mathematical sciences: 


We know that Isaak Konstantinovich Kikoin was tasked 
with separating uranium isotopes by electromagnetic 
method, and the first thing he did was to bring in 
Kharkov physicist F. Lange, who earlier escaped from 
fascism to our country. They began to develop centrif- 
ugal separation of uranium isotopes. Such centrifuges 
already had been built, and thei: first testing began. This 
is when information came from intelligence sources that 
the Americans are developing a diffusion method, much 
more energy-intensive than centrifuges; centrifuges were 
abandoned, and the instruction came to follow the 
American lead... 


But when the diffusion method already provided both 
the production of atomic bombs in needed quantities; 
when the diffusion method provided enriched uranium 
for nuclear reactors of the first nuclear station, for power 
reactors of the first nuclear submarine and so on, Kikoin, 
feeling himself no longer obligated, began to develop 
centrifuge methods of separation, and we know that he 
brought the centrifuge to a high degree of perfection, 
which was not achieved either by German physicists, or 
those in Western Europe or the United States... 


Therefore, we can see that the work of our physicists, 
engineers, and the entire collective on this problem was 
unique in the world development of this problem. Let us 
nce* diminish the merit, talent, and capabilities of our 
collective and our resources in the development of this 
problem. 


Yu. Osipyan, academician: 


I think that statements on the part of some Belokon or 
someone else that the grandiose work on nuclear tech- 
nology is the result of intelligence data are simply 
laughable. Of course, intelligence data are very impor- 
tant, but I think that nobody has any doubt that mas- 
tering the nuclear technology was mainly the result of 
grandiose efforts and exertion of virtually a whole 
army—scientific-technical, engineering, all those people 
who participated in it... 


Allegations are being made today against our most 
outstanding scientists—that they did not deserve the 
state and world prizes they have been awarded; that they 
in reality were not the scientific and technica! leaders but 
people who “plagiarized,” “‘copied” from the blueprints 
delivered by intelligence... There have been enough 
arguments presented here that this is not only untrue but 
is a malicious provocation. I agree with Vitaliy Iosi- 
fovich Goldanskiy who believes that this is an expression 
of antiscience forces, the most reactionary forces of the 
world community... 
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V. MERKIN, doctor of physic: : and mathematical sciences: 


I was extremely surprised when it was said in the 
[television] program about Sudoplatov that Soviet scien- 
tists got lost in the process of building a nuclear reactor 
and could not get it to work, and, therefore, they had to 
ask Bohr for advice on how to do it. The program went 
as far as allowing this kind of nonsense to be put forward. 


I want to say the following. I was the chief technologist of 
this project and was the first person in our institute, in the 
No. 2 laboratory, whom Kurchatov brought in to develop 
the reactor design. I was the chief engineer of the industrial 
reactor under construction; I more or less k:iow the situation 
in this matter and I must say that Kurchatov attached 
gigantic importance to the question of building a reactor 
rather than something else as the shortest way toward 
solving the problem of nuclear weapons creation, although it 
was known that the bomb could be made on the basis of 
uranium-235, but this road appeared long and unclear and 
at the same time not very effective. 


In 1946, I.V. Kurchatov started a reactor without any help 
from anybody whatsoever. I was a witness to this; I 
participated in the construction of this physics reactor... 
This experiment showed that we were moving in a right 
direction, that we did not need any help, nobody needed it. 


And, in 1948, on 19 June, the reactor built on Soviet 
graphite, Soviet uranium, was started. And, in July, 
production of plutonium began on an industrial scale. By 
the end of that year, enough plutonium was accumulated 
to make a bomb. And, in 1949, as you know, it was 
tested, the first bomb. 


This is how this task was solved, without any help from 
the outside. There was no need for any consultation— 
from Bohr or anyone. Therefore, I was extremely sur- 
prised when I saw this program. This is a shameless lie. 


Yu. OSIPOV, president of the Russian Academy of 
Sciences: 


Of course, everybody present agrees that to a certain extent 
a certain campaign has been launched both in our country 
and abroad on discrediting both our science and those 
organizations, those special services, which contributed to 
this important business—building the first bomb. And the 
Academy of Sciences must react to it. It offends and 
discredits not only us but our colleagues abroad. This is 
outrageous. Therefore, we must react to this thing... 


We have to create a small mobile group that would 
include Academy of Science personnel—and we will ask 
representatives of foreign intelligence services and other 
interested organizations to join it—which would study 
all documents, public and secret... 


In short, we have to study all public and secret materials 
and put together a small report, on the basis of which to 
do a compendium, and then publish it within the bound- 
aries of what is possible, because without historic 
memory we cannot talk about a dignified present or any 
dignified future... 
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INSTEAD OF AN AFTERWORD 


I assume that the reader who will read the fragments of the 
transcript published above will determine without difficulty that, 
informationwise, the most valuable and important part of this 
discussion is this: It has been confirmed once again that THE 
FIRST SOVIET ATOMIC BOMB EXPLODED IN 1949 WAS 
A COPY OF AN AMERICAN ATOMIC BOMB. This is A 
FUNDAMENTAL FACT, next to which all commentary and 
reasoning fade. To steal from a potential, almost actual, opponent 
in the conditions of a most acute military-political confrontation, 
the secrets of the design of the newest, unique weapon undoubt- 
edly is the SPY ACTION OF THE CENTURY. And all 
attempts to denigrate it, including those emanating from former 
intelligence officers and current personnel of the Foreign Intelli- 
gence Service (at the head of which, as is known, also is an 
academician) look quite unconvincing. 


By the way, it would not be bad to remember that over many 
decades, until most recently, people were hoodwinked into 
believing that the bomb tested in 1949 was the ORIGINAL 
Soviet bomb and that this test marked the greatest triumph of 
the Soviet science and technology. Before continuing to pomp- 
ously indulge in finger-pointing “patriotic” pathos, it would be 
good to confess these many decades of lies. But no, nobody 
repented. They continue to ferret out and unmask “slanderers,” 
“malicious provocateurs,” “reactionary forces of the world 
community.” (Also quite noticeable is the high-handed, con- 
temptuous, to the point of insult, tone toward the opponents). 


The help of intelligence services not only enabled us to copy 
the bomb. Intelligence data also was used in choosing the 
diffusion method for separation of isotopes, in choosing the 
plutonium version of the bomb as the first priority, in 
choosing graphite as a moderator, and other key points in 
building Soviet nuclear weapons. 


How were these data obtained? Could Klaus Fuchs alone— 
communist and immigrant—have obtained and passed it all by 
himself? Hence comes along a HYPOTHESIS that some other 
people helped Fuchs, provided “cover” for him—perhaps, very 
influential and authoritative people. This hypothesis—at least 
as a working one—does not look all that absurd. 


The second important point of the discussion: Many speakers 
talk about the need to finally seriously begin STUDYING 
THE HISTORY OF BUILDING SOVIET NUCLEAR 
WEAPONS, the history that until recently remained under 
the lock of utmost secrecy. The more surprising is the 
peremptory tone of judgment, which with some regularity 
comes through in a number of speeches. “Yes, all of this of 
course needs to be studied and researched, but still, it cannot 
be because it can never be”—an amazing logic, is it not? 
Despite all the declarations of their necessity, they try to 
substitute studying and research by corporate fervor and 
“patriotic” rhetoric. 


No, we cannot manage here without a painstaking siudy of 
the issue. A cavalry charge alone is not going to solve it. A 
public discussion around the history of creation of the atomic 
bomb probably will provide an additional powerful stimulus 
for such a study. In my opinion, this is what gives these 
polemics a positive meaning. 
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ASEAN Bangkok Meeting Seen as Positive Result 
for Russia 


944F1158A Moscow SEGODN YA in Russian 29 Ju! 94 p 3 


{Article by Leonid Velekhov, under the rubric “Russia- 
Asia”: “* ‘Steel in Exchange for Fruit’—-or Real Cooper- 
ation? On the Results of Russia’s Participation in the 
ASEAN Activities in Bangkok”’] 


[Text] Russian diplomats are satisfied with their trip to 
Bangkok and participation in the activities of the Asso- 
ciation of Southeast Asian Nations (ASEAN)—the 
meeting for foreign ministers and the regional forum on 
security issues—that concluded there this week. In talk 
with journalists on the return flight to Moscow Andrey 
Kozyrev said that he “did not expect such a qualitative 
change,” comparing the Bangkok summit meeting of 
ministers with the two preceding ones in which Russia 
participated, in Manila and Singapore. 


This high Russian self-ev2' uation, which is at the same 
time entirely appropri7.c to the real state of affairs, 
should be linked above all to the ASEAN forum on 
security issues. Russia saw its greatest success there. 
Suffice it to recall that in Manila it was in fact Russia 
who was one of the primary instigators of the idea of 
forming a regional structure to ensure security, and in 
Singapore it elaborated this idea in the form of concrete 
initiatives such as organizing a regional center to prevent 
conflicts, formulating a code of rules on the weapons 
trade, and so on. In essence, Kozyrev’s Singapore ideas, 
with their outward form somewhat modified, became 
official ASEAN initiatives in Bangkok. For example, the 
idea of a center for prevention of conflicts materialized 
in the form of the center to support peace. 


Of course, all this is fine. Just a few years ago, up until 
the early 1990’s, it would have been impossible to 
imagine such an enterprise as this forum. There was an 
unwritten taboo against the topic of regional security, 
and beginning with World War II security issues were 
controlled by bilateral agreements of the countries of the 
region with the United States. Not even the wildest 
fantasy could have imagined that Russia, which is to say 
the USSR, would take part in discussion of these issues. 
Russian diplomacy must be given credit: As soon as 
ASEAN first invited them to a meeting two years ago, 
they understood in which sector a breakthrough to 
regional cooperation might be inade and directed their 
efforts to promoting the notorious ideas of foriming 
security mechanisms. 


At the same time there is no need to become carried 
away with our victories in Bangkok. The formation of a 
structure to ensure regional security, development of a 
code of rules for the weapons trade, measures to develop 
trust, and the like are essential and promising enterprises 
in a political sense, but we must not forget that we are 
talking about Southeast Asia, a region that is developing 
swiftly and undergoing an unprecedented ascent, a 
region with which the whole world is trying to arrange 
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economic cooperation. There is no doubt tiat it is 
primarily economic cooperation with the Asian “‘tigers” 
that interests Russia too, and sober heads view orga- 
nizing political dialogue as the prologue to economic 
dialogue. 


The latter is not, however, bringing any great successes 
for now. Although the numbers do show an increase in 
the volume of trade cooperation between Russia and the 
ASEAN members to 2 million dollars last year, still that 
is not an increase which promises a qualitative surge in 
the near future. Minister Kozyrev complained in his 
speech at the Russia-ASEAN meeting that although the 
delegates of the ASEAN countries in Singapore last year 
were given a list of investment projects, possible sites for 
cooperation between the business world of the ASEAN 
states and the regions of the Far East and Siberia, Russia 
still has not had any response to these proposals. 


But really, that is not surprising. Russia is still little 
known. In response to Minister Kozyrev’s arrival in 
Bangkok, the two leading Thai newspapers, THAILAND 
TIMES and BANGKOK POST, had a virtual competi- 
tion for factual errors. One called him the “Soviet 
minister of foreign affairs,” while the country that he 
represents was the “Soviet Union”; the other consis- 
tently called him “Andrey Vladimirovich” without his 
last name, unquestionably thinking that ‘“Vladimirov- 
ich”’ was his last name. It is difficult to overcome a 
heritage of more than 40 years of complete post-war 
alienation, and memories of the once-close relations 
between tsarist Russia and the Kingdom of Siam are 
nothing more than a literary-diplomatic figure— 
engaging, but useless from a practical point of view. 


But Minister Kozyrev has his own idea about the 
strategy for an economic breakthrough into the region. 
In talking with journalists he mentioned the need for 
politicians and businessmen to understand the local, 
Asian mentality, which differs fundamentally from the 
European mentality. The difference in mentality gives 
rise to a difference in business: the similarity of Asian 
business and markets to European ones is very superfi- 
cial. In reality it only seems that Asian business, like 
European business, is divorced from politics. It is very 
closely tied to politics and oriented to it. To get on your 
feet in business in this region, as Kozyrev put it, it is first 
necessary to get on your feet in regional politics. So the 
Russian diplomats figure that in this way, by making a 
political breakthrough, Russian business will rush in 
their wake. 


Well, we will see how business rushes into this gap and 
which representatives of business are in the first ranks of 
the “breakthrough column.”’ During Kozyrev’s visit one 
of the Bangkok newspapers ran a note with the mocking 
title: “Fruit for Steel.” That is how the BANGKOK 
POST interpreted the results of the talks between 
Kozyrev, whom they once again called “Mr. Vladimirov- 
ich,” and the Thai foreign minister, which brought them 
to an agreement to barter Russian steel for Thai fruit. Of 
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But of course, that does change the validity of the 
thought that the path toe omic cooperation is bridged 
by political cooperation. It s a different matter that here, 
too, in political cooperation, one must always be on guard 
and respond promptly to changes in the situation. Another 
reason we should not be carried away with our successes in 
Bangkok is that fundamental changes are taking place at 
the same time in the actual regional politics of the South- 
east Asian countries which, if they do not relegate ASEAN 
to the background, will in any case bring forward a new 
structure of regional political and economic cooperation 
alongside it. And there is almost no doubt that this 
structure will later assume the primary burden of ensuring 
regional cooperation, leaving ASEAN with mainly repre- 
sentative and purely diplomatic functions. The working 
name of the new structure is Southeast Asia-10. It will 
include all 10 countries of the subregion, joining the 
ASEAN members Malaysia, Indonesia, Singapore, Thai- 
land, the Philippines, and Brunei with Vietnam, Laos, 
Cambodia, and Burma. Unlike the situation in ASEAN, its 
doors wil! be closed to partner-countries of the Pacific 
Ring, and behind these doors the Asian “tigers” and 
“candidate tigers’’ will resolve their own problems without 
permitting any outside interference. 


In the Southeast Asia-10 initiative one can discern a 
carefully concealed, but not thereby less rigid, response 
to the efforts of the U.S. Administration to create the 
Organization of Asian-Pacific Economic Cooperation 
which, no matter how much the United States may deny 
it publicly, has the purpose of absorbing subregional 
societies like ASEAN and recharging the weakening 
influence of the United States in the Asian-Pacific 
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region. The ASEAN countries today are undertaking 
vigorous steps, sometimes not even commensurate with 
Asian gradualism, to create a new community, attracting 
not just Vietnam and Laos, but also an odious regime 
such as the Burmese. In this also they are moving openly 
counter to the United States, which protested vigorously, 
for example, against the invitation of the Burmese for- 
eign minister to Bangkok. But all they were able to 
achieve was that the Burmese minister, who came to 
Thailand all the same, apparently went hungry because 
he was not invited to a single o“icial lunch or dinner. But 
he did conduct talks with the leaders of the region’s 
couniries. 


There is no doubt that the vigorous and highly enter- 
prising leaders of the flourishing countries of the region 
will find solutions to their particular problems and will 
create their new community. Already today Russia needs 
to work out its own strategy in relation to Southeast 
Asia-10. It is possible that this strategy will take account 
of the contradictions noted between the “tigers” and the 
United States, as they were considered last year when 
Russia made a breakthrough in Southeast Asia by selling 
a large batch of MiG-29 fighter planes not just to 
anybody, but to Malaysia, a firm opponent of the United 
States and the only open enemy of American influence in 
the region. Ultimately, it is not possible to achieve 
success in economic cooperation without becoming 
involved in the sharp competitive struggle and without 
playing “your own game.” 


In general, the more problems arise in connection with 
Russian cooperation with the countries of Southeast 
Asia, the more it is drawn into this cooperation. In many 
complex and extremely ticklish questions connected 
with the innumerable territorial disputes among states of 
the region and with the situation in the field of human 
rights, which in no way meets European standards, 
Russia has yet to declare its own position. At the same 
time the Bangkok trip of the Russian diplomats leaves an 
optimistic feeling that Russian is “introducing itself” 
with more and more confidence into Southeast Asia, 
which until now was a region completely closed to it. 
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Creation of Slavic Union Viewed 


944K 2084A Simferopol KRYMSKIYE IZVESTIYA 
in Russian 1] Aug 94 p 1 


[Article by A. Boroday of the NOVIN Press Agency: “‘Is 
the Creation of a Slavic Union Possible?’’] 


[Text] Policy in the East European region, which has thus 
far depended on the three “Belovezha diehards”—Leonid 
Kravchuk, Stanislav Shushkevich, and Boris Yeltsin— 
could change appreciably and influence the situation in 
the Slav countries with the appearance of the new presi- 
dents of Ukraine and Belarus—Leonid Kuchma and 
Aleksandr Lukashenka. 


The newly elected heads of the Ukrainian and Belarusian 
states emphasized in their campaign programs the desir- 
ability of their countries’ close cooperation with Russia. 
In addition, Aleksandr Lukashenka insisted on political 
and economic integration with his northeast neighbor. 
Leonid Kuchma was considerably more guarded in his 
statements that concerned cooperation with Russia. But 
we will see the presidents’ true colors some time hence 
inasmuch as it cannot be ruled out that the campaign 
promises of one of them were merely a bluff. 


The Belarusian head of state has now found himself in a 
very difficult situation. First, he is the first president of 
Belarus, and this will require of Aleksandr Lukashenka 
sufficient discretion and level-headedness. The first two 
years will be difficult for Belarusians, I believe, since the 
institution of the presidency has yet to be perfected 
legislatively, and conflicts between the executive and the 
legislature are possible, therefore. Especially since 
Aleksandr Lukashenka has, compared with Leonid 
Kuchma, no experience of work in the top echelons of 
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power. His very modest position on a commission of the 
Supreme Soviet of Belarus has hardly given him substan- 
tial political equipment. Second, Russ‘a, understanding 
that it could soon lose not only Ukraine but Belarus also, 
will try in any way to keep it near it. It cannot be ruled 
out that the northeast neighbor will begin to “bear 
down’”’ economically. Although it has to be said that such 
a development of events is possible only provided that 
Aleksandr Lukashenka moves to confront Boris Yeltsin. 
Currently, however, the president of Belarus is disposed 
toward a close alliance with Russia, realizing that the 
voice of the Belarusian state in the world community will 
not be heard any time soon and that, consequently, it 
should not “gamble” entirely on assistance from the 
West. It is not surprising, therefore, that Aleksandr 
Lukashenka declared in the course of the campaign 
battles that Belarus’ attitude toward the Partnership for 
Peace program would be coordinated with Russia. 


Relations between Ukraine and Belarus will shape up 
pretty well since neither party has yet any claims on the 
other. Although the unification of Belarus, Ukraine, and 
Russia in a single Slavic union can be ruled out at this 
time. Even were the Belarusians to agree to it, Leonid 
Kuchma would not, I believe, want to be under the 
thumb of Russia, especially since Ukraine has already 
undergone a certain evolution since the times of the 
proclamation of independence. In the immediate future, 
therefore, Belarus and Ukraine and Russia will be 
finding one another’s range, and the creation of a unified 
bloc and union among them is possible only after a 
certain length of time, when all three states have their 
own voice in the world. 
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ECONOMIC & SOCIAL AFFAIRS 


Duma Official on Proposed Program To Fight 
Poverty 


944E1118A Moscow ROSSIYA in Russian 
No 29, 3-9 Aug 94 p 8 


[Interview with Sergey Kalashnikov, chairman of the 
Duma Committee on Labor and Social Maintenance, by 
Tatyana Piskareva; place and date not given: “‘Pensions 
for the Victims of Perestroyka’’] 


[Text] After my interview with Sergey Kalashnikov, 
chairman of the Duma Committee on Labor and Social 
Maintenance, I also spoke briefly with a unique “social- 
ist” pensioner—a person who kept circling around us in 
the Duma corridor, anxiously awaiting the end of my 
interview with the chairman. He was a pilot who had 
accumulated a labor-service record amounting to...140 
years, although he still looked quite young. Just look—he 
told me—at how they treat pensioners here in our country. 
I have flown and flown, but my official flight time is still 
only one-tenth that of those fat-assed, earth-bound bosses 
who flew like eagles into the market economy with its 
market prices. Of course, when he was flying all that time 
and piling up that enormous labor-service period, he did 
not know that things would turn out this way. He did not 
know that all those pensioners to whom the state during 
the period of their younger, working days had attached 
steel wings (so that they could work faster) would now be 
counting out sparrow-like assistance benefits in savings 
‘banks and at post offices. 


However, the committee chairman has not abandoned 
attempts to pull present-day pensioners and all other 
miscellaneous poor people up to the level of a fuller and 
more satisfying life. 


[Kalashnikov] Twenty-three bills are now being worked 
on in our committee; a third of them are slated to 
become part of the program to fight poverty. In my 
opinion, people have also been waiting for a long time 
for us to produce a law on veterans, a law on social 
services for invalids and aged persons, a law on 
increasing pensions by a factor of 1.4 beginning on | 
August, as well as a law on nonstate pension funds, and 
on charity. As a basis for the entire social security 
system—one that is being built on new, already market- 
type foundations—we must consider a precise, up- 
to-date determination of the subsistence minimum. And 
this too is being worked on by the committee. 


[Piskareva] An enormous number of nonstate pension 
funds have emerged here in our country, and people do 
not know whether to trust them or not. How do you 
regard these new creations, Sergey Vyacheslavovich? 


[Kalashnikov] The fact of the matter is that nonstate 
pension funds constitute a permanent and indispensable 
component of nonstate social maintenance. Therefore, 
this very idea is necessary; it must be developed, and 
appropriate structures should be created under it. That is 
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to say: Nonstate pension funds constitute our future, but 
still the future and not the present. 


As of today, approximately 600 nonstate pension funds 
have been officially registered. But not a single one of 
them yet has the objective foundations for effective 
activity. Under the conditions of inflation the cumula- 
tive principle—which is utilized by the nonstate pension 
funds—is utterly impossible. Nowadays such a fund is 
essentially an ordinary investment company. It invests 
its money in retail-and-procurement capital, which has a 
certain turnover and which enables the fund to pay out 
certain amounts of money. But there is no guarantee liere 
that such assets will be preserved on a stable basis— 
either for a short term or a longer term, for 10-20 
years—something the investors anticipate and are 
counting on. 


Therefore, the law on pensions which has been worked 
out provides for an absolute possibility—with many 
degrees of protection-—for preserving the deposits of the 
population for 10, 20, and even 30 years. Moreover, it 
takes into consideration the fact that much could change 
in our country during these time periods. The conditions 
of safety for savings are guaranteed via foreign capital, 
Russian banks, and state pension funds—these are stable 
even if there is a change of government. This provides 
guarantees and ensures the return of indexed funds to the 
pensionets. 


[Piskareva] Could it be said that the program to fight 
poverty is a high-priority item in your committee? 


[Kalashnikov] No, we are not primarily protecting our- 
selves against poverty. We want to bring about a situa- 
tion whereby there can be more rich persons in our 
country. Our priorities are keyed to enhancing the pros- 
perity of all Russians so that socially unprotected per- 
sons may have a guaranteed social minimum, while 
those persons who can work will have the opportunity to 
earn as much as they want and are able to. 


The program of the fight against poverty is simply a first, 
extra-special step—one that must be taken in restruc- 
turing the entire system for the social maintenance of the 
population. This is certainly a very important step 
because we must arrest the fall into the gulf of poverty of 
pensioners, people with many children, single mothers, 
and other unfortunate persons. Crumbling desocializa- 
tion can be slowed down. Then we can catch our breath 
aid begin to build something new. 


Certainly we must preserve the privileges and benefits of 
which our people can be proud—achievements that were 
gained in the fields of health care, education, and social 
maintenance. 


[Piskareva] Formerly a pensioner did not have to fear 
being hit by a catastrophic lack of money for medical 
care or medicine. But what will health care cost 
tomorrow? 
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[Kalashnikov] Virtually all the draft laws (those on 
veterans, invalids, and social services) contain benefits 
for socially unprotected persons. Also stated therein are 
generous prices for medicines and ihe granting of addi- 
tional privileges. Persons do nui have die because of this 
factor. 


[Piskareva] Does your committee have jurisdiction over 
the question of indexing citizens’ savings? 


[Kalashnikov] Expanded parliamentary hearings on this 
matter have been held by our committee, as well as by 
the Committee on Economic Policy and the Committee 
on Property Ownership. The legislative proposals by 
deputies—primarily those made by Yuriy Vlasov and 
Sergey Glazev—on indexing citizens’ savings have been 
examined and considered. All savings deposited prior to 
1 January 1992 are indexed in accordance with the real 
growth of prices (an increase by a factor of approxi- 
mately 1000) and are becoming a domestic state debt. 
Special, appropriate s*curities are being issued; they 
have a quoted value on the stock exchange and can serve 
as a means of payment. An entire series of privileges 
which the state grants to pensioners and invalids can be 
fully paid by such checks. We hope that this law will pass 
in the Duma during October. And we will finally solve 
this dreadful problem—one that affects 70 million of our 
fellow citizens who have been in a very difficult position 
since January 1992. 


[Piskareva] How does the Committee on Labor and 
Social Maintenance interact with its “neighboring”’ 
structures, both governmental and state? 


[Kalashnikov] We have evolved good and constructive 
relations. If certain unpleasant—frankly speaking— 
frictions arise, for example, a fund does not know where 
to get some money because of nonpayments, and the 
Ministry of Social Protection of the Population fears that 
the bucget will suffer considerable damage if pensions 
are increased, such arguments are strictly operational. 
All decisions are worked out in good time; we coordinate 
our viewpoints and attempt to find compromises. 


[Piskareva] Will you retain the gap between the max- 
imum and minimum pensions? 


[Kalashnikov] At present the official gap is 300 percent. 
But because of the system of supplementary payments, 
compensations, and privileges, the actual difference 
approaches 600 percent! It seems to me that the gap 
shouid really not exceed 100 percent (that is, double the 
minimum amount). There is a limit below which we 
must not drop; but—at the same time—we must not 
violate social equity. 


[Piskareva] As far as I know, it is perhaps only Russia 
that has such a number of diverse and specific supple- 
mentary payments to state pensions. What will happen 
subsequently with this confused and intricate system? 


[Kalashnikov] You are completely right: In our country 
10 percent of all pensioners—the “Northerners,” half of 
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all those retired on a pension receive a supplement to 
their pension of at least 50 percent of the minimum level. 
That is to say, practically all of them—with a very few 
exceptions—have what might be called the second layer 
of a pension. This is a consequence of our former system 
of social protection. We certainly must adopt more 
logical solutions here—ones that, however, will not 
worsen the lives of those persons who are worse off than 
others. Our policy is as follows: to ensure growth for all 
categories. Only the rate of this growth in pensions must 
be diverse. For highly paid persons such a rate must be 
less; for low-paid persons it must be greater. 


Zaveryukha Evaluates Harvest Prospects 


944K2086A Moscow ARGUMENTY I FAKTY 
in Russian No 32, Aug 94 p 16 


[Response to reader’s letter by Aleksandr Zaveryukha, 
deputy chairman of the Government of the Russian 
Federation] 


[Text] The forecast of the harvest that has been cultivated 
is currently most contradictory. A very pessimistic picture 
is painted by the agrarian deputies. They believe that 
Russia will hardly gather in more than 80 million tonnes. 
What does, in fact, await us? How much will bread cost? 


[Signed] I. Legostayez, Novgorod 


I do not understand on what the deputies are basing such 
forecasts. According to estimates of government experts, 
we should harvest 90-95 million tonnes. Plus about 15 
million of old reserves. So this is entirely sufficient for 
providing Russians with bread. And there is no need to 
get excited on this score. 


Nor are we planning to purchase grain overseas as yet. 
Not a single contract has been signed. On the contrary, 
we are planning today to open our own market so that 
our commodity producers may export grain. And we 
already have experience of this. At the end of 1993 and 
the start of 1994 Russia sold countries of the CIS and 
East Europe over 3 million tonnes. 


A loaf of bread will, naturally, become more expensive. 
But I cannot now say with all certainty how much it will 
cost—R1,000 or R1,500. It will all depend on how 
inflation goes and how the regional authorities view all 
the other structures: the procurement officials, the 
processors, and the bakers. 


The commodity producers are afraid that they will not 
opportunely receive money for the harvest that has been 
gathered in. We hope this year to conduct the civilized 
procurement of all types of agricultural product. The 
budget contains over R6 trillion for the tormation of 
regional stocks. This is a tidy sum, so we can pay for 
60-79 percent of the purchased product immediately. 


I would like to say a further couple of words about the 
farmers’ harvest. | insisted that the government decree 
give the farmers a separate line. When it was adopted, I 
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was criticized from both right and left. But let us look at 
things realistically; Unless the state accepts the grain 
from them, what will they do with it? And their share of 
the total is sizable—about 5 percent. The kolkhozes, 
sovkhozes, and stock companies have an opportunity to 
put it in grain repositories, on covered threshing floors, 
in a vacant cowshed, if the worst comes to the worst. 
This is why the government has required the adminis- 
tration chiefs to accept the grain from the farmers. No 
one will suffer because of this, it will only benefit the 
cause. 


Statutes on Privatizing State, Municipal Enterprises 
Published 


944F 10974 Moscow ROSSIYSKAYA GAZETA 
in Russian 27 Jul 94 pp 3-5 


[Basic Statutes on State Program for Privatization of 
State and Municipal Enterprises in Russian Federation 
after 1 July 1994] 


[Text] 


1. Introduction 


The Basic Statutes on the State Program for the Privati- 
zation of State and Municipal Enterprises in the Russian 
Federation (hereafter referred to as the Basic Statutes) 
were drawn up in accordance with the Law of the 
Russian Federation “On the Privatization of State and 
Municipal Enterprises in the Russian Federation” and 
with consideration for the experience and results of 
privatization in 1992-1994. The Basic Statutes will 
define the purpose and procedure of impicmenting the 
provisions of the State Program for the Privatization of 
State and Municipal Enterprises in the Russ an Federa- 
tion, approved by Edict No 2284 of the President of the 
Russian Federation of 24 December 1993 (hereafter 
referred to as the Program), after the negotiable term of 
the privatization checks expires. 


1.1. The main purposes of the privatization of state and 
municipal enterprises after the expiration of the 
negotiable term of the privatization checks will be 
the following: 


the enhancement of the effectiveness of the Russian 
economy as a whole and the operational efficiency 
of individual enterprises; 


the creation of a broad stratum of private property 
owners and assistance in the process of developing 
strategic private property owners; 


the attraction of investments in production, 
including foreign investments; 


assistance in the institution of measures for the 
social protection of the population and the protec- 
tion of the rights of private property owners (or 
stockholders). 
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1.2. The privatization of state and municipal educa- 
tional institutions and related facilities of the social 
infrastructure (including residential premises 
located within the buildings used for academic, 
production, social, and cultural purposes), the 
clinics of medical educational institutions, and the 
institutions and organizations of the public health 
service (with the exception of pharmaceutical insti- 
tutions and enterprises) will not be conducted until 
the appropriate federal law has been passed. 


1.3. The acquisition of parcels of land as private prop- 
erty will be carried out in accordance with Edict No 
631 of the President of the Russian Federation of 14 
June 1992 “On the Approval of the Procedures for 
Selling Parcels of Land During the Privatization of 
State and Municipal Enterprises, the Enlargement 
of These Enterprises, the Construction of Additions 
to These Enterprises, as Well as Those Granted to 
Citizens and Their Associations for Entrepreneurial 
Activity,” Edict No 1767 of 27 October 1993 “On 
the Regulation of Land Relations and the Develop- 
ment of Agrarian Reform in Russia,” and Section 4 
of the Basic Statutes. After the Land Code of the 
Russian Federation has been approved, this proce- 
dure will have to be brought into conformity with it. 


1.4. Resolutions passed prior to the approval of the 
Basic Statutes on the privatization of state (or 
municipal) enterprises will be subject to mandatory 
fulfillment. 


1.5. The sale of state (or municipal) enterprises and of 
stock in joint-stock companies of the open type, 
established by means of the reorganization of state 
(or municipal) enterprises, for which the privatiza- 
tion plans were approved prior to | July 1994, will 
be conducted in accordance with the approved 
privatization plans and the payment procedure 
defined by Edict No 1374 of the President of the 
Russian Federation of 28 June 1994 “On Measures 
To Protect the Interests of Citizens During the 
Transition from Privatization by Check to Privati- 
zation for Money.” 


Stock in joint-stock companies established by 
means of the reorganization of state enterprises 
prior to the approval of the Basic Statutes, with the 
exception of those reserved as state property 
according to the established procedure, must be 
sold before | January 1995. 


Stock in joint-stock companies scheduled for sale at 
special check auctions in accordance with privati- 
zation plans approved prior to | July 1994 and not 
sold prior to the approval of the Basic Statutes will 
be sold at auction or in competitive bidding ses- 
sions for money. 


1.6. The methods of privatization, the requirements, 
and the privileges granted during the privatization 
process and stipulated in the Basic Statutes will be 
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binding for government agencies of the Russian 
Federation and members of the Russian Federation 
and agencies of local self-government. These agen- 
cies May not impose restrictions on the privatiza- 
tion of enterprises and other assets categorized as 
state and municipal property unless they are stipu- 
lated in the Program and the Basic Statutes. 


2. Reorganization of State and Municipal Enterprises as 


2.1. 


2.2. 


2.3. 


Joint-Stock Companies and Procedure for Making 


Decisions on Privatization 


State and municipal enterprises with fixed assets 
with a book value of 20 million rubles or more on | 
January 1994 will be reorganized as joint-stock 
companies of the open type, with the simultaneous 
granting of privileges to members of labor collec- 
tives and individuals of equivalent status in accor- 
dance with the requirements of the Basic Statutes, 
with the exception of the following enterprises: 


those covered by Section 2.1 of the Program; 


those already used or scheduled to be used as the 
basis for public plants (public factories and public 
farms) in accordance with Edict No 1003 of the 
President of the Russian Federation of 23 May 
1994 “On the Reform of State Enterprises”; 


those subject to sale to a partnership in accordance 
with Subsection 5.16 of the Program; 


those partly owned by foreign investors. 


The founders of the new joint-stock companies of 
the open type will be the corresponding property 
management committees. 


The reorganization of state enterprises as joint- 
stock companies of the open type will be carried out 
according to the procedure stipulated in Edict No 
721 of the President of the Russian Federation of | 
July 1992 “On Organizational Measures for the 
Reorganization of State Enterprises and Voluntary 
Associations of State Enterprises as Joint-Stock 
Companies” with a view to the Basic Statutes. 


A working commission formed at each enterprise 
slated for reorganization as a joint-stock company 
of the open type will draw up the following docu- 
ments (hereafter referred to as the documents) and 
submit them to the appropriate property manage- 
ment committee for approval: 


the privatization plan; 
the property appraisal; 


the charter of the joint-stock company, drafted in 
accordance with the standard charter of the joint- 
stock company of the open type, established by 
means of the reorganization of a state or municipal 
enterprise. 


RUSSIA 


2.4. 


2.5. 


The standard format of the privatization plan of an 
enterprise converted into a joint-stock company of 
the open type will be approved by the Russian 
Goskomimushchestvo [State Committee on the 
Administration of State Property]. 


The approved privatization plan will serve simul- 
taneously as an application for the state registration 
of the joint-stock company of the open type, estab- 
lished by means of the reorganization of a state or 
municipal enterprise. 


If the documents are not submitted by the deadline 
established by the state property management com- 
mittee, the documents will be prepared by a priva- 
tization commission created by the committee and 
functioning in accordance with Edict No 66 of the 
President of the Russian Federation of 29 January 
1992 “On the Stepped-Up Privatization of State 
and Municipal Enterprises” on the basis of the 
balance sheet submitted by the enterprise to the 
local tax inspectorate. 


The director and chief bookkeeper of the enterprise 
will be responsible for the accuracy of the property 
appraisal. 


Decisions on the privatization of facilities and 
enterprises covered by sections 2.2 and 2.3 of the 
Program will be made on the basis of federal laws 
and legal instruments of the President of the Rus- 
sian Federation by the Government of the Russian 
Federation, the Russian Goskomimushchestvo, and 
the property management committees endowed 
with the rights of territorial agencies of the Russian 
Goskomimushchestvo. 


In the case of decisions on the privatization of 
enterprises categorized as federal property and cov- 
ered by sections 2.2 or 2.3 of the Program, the 
property management committee endowed with the 
rights of a territorial agency of the Russian Gosko- 
mimushchestvo must send the documents drawn up 
by the working commission to the following within 
three days: 


in the case of enterprises covered by Section 2.2— 
to the Russian Goskomimushchestvo, and copies of 
the documents to the appropriate (sectorial) federal 
agency of the executive branch of government and 
the local financial agency; 


in the case of enterprises covered by Section 2.3— 
to the financial agency in the location where the 
enterprise was established or registered, and copies 
of the documents and the draft decision on priva- 
tization to the appropriate (sectorial) federal agency 
of the executive branch of government. 


Copies of the documents will also be sent to the following: 


the appropriate agency of local self-government in the 


location where the enterprise was established; 
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the Russian GKAP [State Committee for Antimonopoly 
Policy and Support of New Economic Structures] or its 
territorial administration in cases requiring their opinions. 


The appropriate (sectorial) federal agency of the execu- 
tive branch of government, the Russian GKAP or its 
territorial administration, and the appropriate agency of 
local self-government will send their opinions on the 
presence of grounds for the refusal to privatize the 
enterprise or on the imposition of one of the privatiza- 
tion restrictions stipulated in this section to the Russian 
Goskomimushchestvo or its territorial agency within 
two weeks after the receipt of the documents. 


In the case of enterprises covered by Section 2.3 of the 
Program, the decision on privatization will be made by 
the head of the territorial agency of the Russian Gosko- 
mimushchestvo, with consideration for the opinions of 
the appropriate (sectorial) federal agency of the execu- 
tive branch of government, the Russian GKAP or its 
territorial administration (in cases requiring their opin- 
ions), and the appropriate agency of local self- 
government, within a month after the documents have 
been sent to the appropriate (sectorial) federal agency of 
the executive branch of government. 


If no opinions regarding the impossibility of privatiza- 
tion have been submitted by the deadline, the head of the 
appropriate territorial agency of the Russian Goskomi- 
mushchestvo must make the decision on privatization. 


If the territorial agency of the Russian Goskomimush- 
chestvo disallows the privatization of the enterprise or if 
there are disagreements among the appropriate (secto- 
rial) federal agency of the executive branch of govern- 
ment, agency of local self-government, and territorial 
agency of the Russian Goskomimushchestvo over the 
privatization of an enterprise covered by Section 2.3 of 
the Program, the Russian Goskomimushchestvo will be 
empowered to consider the possibility of privatization 
itself, with a view to the opinion of the appropriate 
federal agency of the executive branch of government. 


The privatization of separate production units of enter- 
prises covered by Section 2.1 of the Program may be 
authorized by a decision of the Government of the 
Russian Federation if these production units have no 
connection with the production of specia! items. 


In the case of facilities and enterprises covered by 
Section 2.2 of the Program, the Russian Goskomimush- 
chestvo will submit a draft of the corresponding autho- 
rization (with the opinions of the appropriate federal 
agencies of the executive branch of government 
attached) to the Government of the Russian Federation 
within a month after the receipt of the documents from 
its territorial agency. 


The Government of the Russian Federation will process 
the submitted draft and make the appropriate decision 
within the six weeks following the date of submission. If 
necessary, the period for the processing of the documents 
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may be extended by a decision of the Government of the 
Russian Federation, but for no more than three months. 


If the Government of the Russian Federation decides to 
disallow the privatization, the Russian Goskomimush- 
chestvo will send a copy of the government directive to 
the appropriate territorial agency of Russian Goskomi- 
mushchestvo and the appropriate (sectorial) federal 
agency of the executive branch of government within a 
week after the date of receipi. 


The dates for the processing of privatization documents 
and for making decisions on them may not be changed. 


2.6. When the privatization of facilities and enterprises 
covered by sections 2.2 and 2.3 of the Program is 
being considered, the Government of the Russian 
Federation, Russian Goskomimushchestvo, and its 
territorial agencies may make decisions on the 
following: 


1) the prohibition of privatization; 


2) the imposition of restrictions on privatization 
exclusively in the form of the federal ownership 
of blocks of common (voting) stock (51 percent 
and 25.5 percent) or in the form of the issuance 
(or announcement) of “gold stock”; 


3) the authorization of privatization without any 
restrictions. 


2.7. When enterprises covered by sections 2.2 and 2.3 of 
the Program are being converted into joint-stock 
companies, the Government of the Russian Feder- 
ation and Russian Goskomimushchestvo will 
specify the purposes, conditions, and terms of the 
federal ownership of blocks of stock or “gold stock” 
with consideration for the opinions of the appro- 
priate federal agencies of the executive branch of 
government and government agencies of members 
of the Russian Federation. 


The decision on federal ownership of 51 percent 
and 25.5 percent of the common stock will be 
applicable for a term of no more than three years 
and only in the case of enterprises engaged in the 
following types of activity: 


communications; 
the generation and distribution of electrical power, 


the extraction, refining, and sale of oil, natural gas, 
and gas condensate; 


the extraction and processing of precious metals, 
precious stones, and radioactive and rare-earth 
elements; 


the development, production, and repair of arms and 
military and space equipment and ammunition; 


nuclear machine-building; 


the production of hard liquor and liqueurs; 
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the patent service and agencies of standards and 
measures; 


geology, geodesy, and cartography; 
pipeline transport enterprises; 
gas utilities; 


enterprises directly engaged in maritime, river, and 
air transport, as well as air, sea, and river ports; 


enterprises and facilities in the scientific and tech- 
nical sphere of the chemical complex with techno- 
logical installations using toxic substances of the 
first and second hazard categories and production 
units handling explosives of the first category; 


enterprises of the medical industry producing viru- 
lent and toxic substances; 


scientific research and experimental design enter- 
prises; 


state science centers; 


specialized enterprises for the construction and 
operation of facilities for the safeguarding of 
national security; 


wholesale trade enterprises making purchases for 
state needs and conducting export-import opera- 
tions in the execution of interstate agreements; 


special-purpose refrigeration, elevator, and ware- 
housing premises for the permanent storage of state 
reserves, the accumulation of federal food supplies, 
and the safekeeping of mobilization reserves; 


foreign trade enterprises; 


circus enterprises and organizations belonging to 
the “Russian Circus” company; 


enterprises and facilities used for sociocultural pur- 
poses (with the exception of those constituting the 
property of entei rises slated for privatization). 


The block of stock in privatized enterprises in these 
branches which will be federal property for a term of up 
to three years will consist of common stock and will be 
turned over by the appropriate property management 
committee to the control of authorized juridical or 
physical persons at the end of the privatization term 
stipulated in the plan or at the time of a decision on the 
early sale of the stock. Until the appropriate federal law 
has been passed, decisions on these transfers or on the 
acceptance procedure for property management commit- 
tees will be made by the Government of the Russian 
Federation. 


The Government of the Russian Federation will have the 
exclusive right to make decisions on the reservation of 
blocks of stock consisting of 51 percent of the common 
stock. 
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In the event of the expiration of the term of federal 
ownership of the stock and in the presence of an appli- 
cation for the privatization of the previously reserved 
block of stock, the Government of the Russian Federa- 
tion and Russian Goskomimushchestvo (within the con- 
fines of their authority) will be empowered to extend the 
reservation of this stock or part of it as federal property 
for a term of up to three years. 


The Government of the Russian Federation and Russian 
Goskomimushchestvo will be empowered to make deci- 
sions on the early sale of blocks of stock reserved as 
federal property. 


The decision to replace the block of stock reserved by 
their decision as federal property with ‘gold stock” will 
be made by the Government of the Russian Federation, 
with consideration for the opinion of the Russian Gos- 
komimushchestvo and the agencies empowered to 
manage the state-owned portion of the property. 


The simultaneous reservation of “gold stock” and any 
other block of stock as state property will not be allowed. 


2.8. The existence of an enterprise defense order which 
does not exceed 30 percent of the total volume of 
goods sold by the enterprise, as well as mobilization 
assignments or obligations to keep state secrets and 
to guarantee the security of operations, will not serve 
as grounds for the reservation of any block of stock 
as federal property during the reorganization of an 
enterprise as a joint-stock company. 


The Russian Goskomimushchestvo will secure the 
inclusion of the obligations listed in this subsec- 
tion in the charters of joint-stock companies of the 
open type, established by means of the reorgani- 
zation of these enterprises and organizations. 


2.9. With the consent of the Russian GKAP, the Rus- 
sian Goskomimushchestvo will be empowered to 
authorize the creation of holding companies com- 
prised of the maritime and river shipping lines 
operating in regions of the Far North and equiva- 
lent locations and enterprises arranging for trans- 
portation between waterways in the event of their 
reorganization during privatization by means of 
their division into autonomous joint-stock compa- 
nies or the conversion of their subdivisions into 
subsidiary joint-stock companies. 


2.10. Until the appropriate federal law has been passed, 
the transfer of stock reserved as federal property to 
a fiduciary (or trust company) will be conducted in 
accordance with edict No 2296 of the President of 
the Russian Federation of 24 December 1993 “On 
the Fiduciary (or Trust Company).” 


2.11. The legislative instruments of government agencies of 
members of the Russian Federation on matters cov- 
ered by the Program and the Basic Statutes may not 
contradict the laws of the Russian Federation on 
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privatication, including any amendments or addi- privatization or the privatization commission of the 
tions to the privatization methods stipulated by these appropriate property management committee in 
laws. These legislative instruments may not change accordance with the Law of the Russian Federation 
the procedures and deadlines for privatization or “On the Privatization of State and Municipal 
specify any other procedures for coordination, autho- Enterprises in the Russian Federation,” the Pro- 
rization, and the approval of documents or require gram, and the Basic Statutes, as well as regional 
the performance of any other actions not envisaged (Russian Federation members) and local privatiza- 
by laws of the Russian Federation. The list of actions tion programs and other administrative ordinances 
envisaged by laws of the Russian Federation on which do not contradict the abovementioned legal 
privatization will be considered complete. instruments of the Russian Federation. 

2.12. Government agencies of members of the Russian = 3,2. The following methods of privatization will be used 


Federation and agencies of local self-government wil! 
have the right to make decisions on the following: 


1) in the case of enterprises covered by Section 2.4 
of the Program and with the corresponding 
property status: 


on the prohibition of privatization; 


on the size of the block of stock to be reserved as 
state (or municipal) property, the period of this 


according to the procedure stipulated in the Basic 
Statutes: 


3.2.1. The transfer of stock in joint-stock compa- 
nies of the open type, established during the 
privatization process, for free to the per- 
sonnel of these enterprises and individuals 
of equivalent status in accordance with the 
privileges granted by the Basic Statutes. 


reservation, and the issuance of “gold stock” 3.2.2. The sale of stock in joint-stock companies of 

during the issuance of stock in enterprises with the open type, established during the priva- 

the characteristics listed in Subsection 2.7 of the tization process: 

Basic Statutes; to the personnel of enterprises and individ- 

on the early sale of stock reserved as state uals of equivalent status by private subscrip- 

property; tion in accordance with the privileges 
2) in the case of other enterprises with the appro- granted to them by the Basic Statutes, 
priate property status: by means of investment bids; 

prises as joint-stock companies of the open type, bidding; 

irrespective of the value of their fixed capital; 

, ; at auction, including auctions conducted 

a y choice P. —— _— — of with the use of stock market institutions 

StocK In accordance wi € Basic Statutes; (including stock exchanges): 

on the exclusion of sociocultural facilities, on ensctet eustines tur a uate of cae. 

housing, ar” public utilities (cultural centers, pe ' 

stadiums, sports facilities, boiler rooms, and 3.2.3. The sale of enterprises not categorized as 


others) serving the public from the property 
included in the calculation of the capital stoc:. _. 
the enterprise slated for privatization. 


joint-stock companies: 


at auction; 








by means of commercial competitive bidding, 
including private sessions with a limited 
number of bidders; 


by means of investment bidding. 


The definition of the prerogatives of executive and repre- 
sentative agencies of government of members of the Rus- 
sian Federation (and agencies of local self-government) in 
the privatization process will be conducted in accordance 
with laws of the Russian Federation and of members of the 
Russian Federation. 3.2.4 


3.2.5. 


Buyouts of leased property. 

2.13. By a decision of government agencies of the members 
of the Russian Federation and agencies of local 
self-government, the agencies responsible for carrying 
out privatization projects may receive supplementary 
financing from the corresponding budgets. 


3. Methods of Privatization and Privileges Granted 
During Privatization 


3.1. The specific method of privatizing an enterprise 
will be defined by the working commission on 


The sale of enterprises to partnerships in 
accordance with the additional privileges 
specified in Subsection 5.16 of the Program. 


3.3. All state (or municipal) enterprises will be divided 
into two groups in terms of the privatization 


method to be used: 


the first group will consist of small enterprises with 
fixed capital with a book value of no more than 20 
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million rubles on | January 1994 and subject to sale 
in commercial and investment bidding sessions or 
at auction; 


the second group will consist of all other enterprises 
to be reorganized as joint-stock companies of the 
open type. Stock in these may be sold by any of the 
methods specified in the Basic Statutes. 


3.4. Sale of Stock in Joint-Stock Companies of the 
Open Type 


The sale of stock in joint-stock companies of the open 
type, established by means of the reorganization of state 
(or municipal) enterprises, will be carried out in the 
following sequence: 


the sale (or transfer for free) of stock to the personnel of 
the enterprise slated for privatization and individuals of 
equivalent status in accordance with the privilege option 
chosen; 


the sale of blocks of stock, constituting at least 15-25 
percent of the capital stock each, by means of investment 
bidding sessions or (and) competitive bidding sessions, 
or (and) at auction (with the exception of special stock 
auctions); 


the sale of the remaining stock at special stock auctions, 
including interregional and all-Russian special stock 
auctions. 


The stock in joint-stock companies established by means 
of the reorganization of state (or municipal) enterprises 
must be sold within a year after the approval of the 
privatization plan. 


The amendment of privatization plans to change stock 
sales methods and dates in accordance with the Basic 
Statutes will be conducted by a permanent commission 
for the amendment of privatization plans, created jointly 
by the appropriate property management committee and 
property fund. 


The statute on the commission for the amendment of 
privatization plans will be approved by a joint resolution 
of the Russian Goskomimushchestvo and the Russian 
Federal Property Fund. 


Other amendments or additions to previously approved 
privatization plans will be made by property manage- 
ment committees, with the obligatory notification of the 
appropriate financial agencies and the enterprises slated 
for privatization. 


Any stock acquired by citizens or juridical persons may be 
sold by the owners without restriction. The imposition of 
restrictions will be prohibited. 


The sale of 35 percent or more of the stock, shares, or 
proportional participation in the capital stock of the 
issuing body, or stock securing more than 50 percent of 
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the votes of stockholders, to an investor will be con- 
ducted in compliance with antimonopoly laws of the 
Russian Federation. 


3.4.1. Privileges for Members of Labor Collectives 
During Sale of Stock in Joint-Stock Companies of Open 


Type 


During the sale (or transfer for free) of stock in joint-stock 
companies of the open type, established by means of the 
reorganization of state and municipal enterprises, including 
those previously reorganized as joint-stock companies of the 
closed type, the labor collective of the enterprise may choose 
one of the options specified in the Basic Statutes for the 
granting of privileges to members of the labor collective of 
the enterprise slated for privatization, and these privileges 
will also be extended to the following: 


personnel for whom this enterprise is the main place of 
employment; 


former personnel, who worked at least 10 years at the 
enterprise slated for privatization in the case of men, and 
7 years and 6 months in the case of women, and who 
resigned voluntarily, including resignations resulting from 
transfers to other jobs, personnel cuts or staff reductions, 
disability, or the reorganization of the enterprise; 


individuals entitled by laws of the Russian Federation to 
return to a previous job at this enterprise, including 
individuals drafted for military service during the time 
they were working at a state (or municipal) enterprise 
prior to its reorganization as a joint-stock company, on 
the condition that they return to their previous job 
within three months after demobilization; 


retired individuals who contributed to the pension fund 
of the enterprise or retired on pensions (including 
disability pensions) from the enterprise; 


individuals dismissed from the enterprise because of 
personnel cuts and staff reductions after 1 January 1992 
and registered as unemployed; 


family members who are the heirs of deceased enterprise 
personnel. 


The members of the labor collective of the enterprise 
slated for privatization and individuals of equivalent 
status will be entitled to choose one of the following 
privilege options: 


Option 1 


All members of the labor collective of the enterprise 
slated for privatization and individuals of equivalent 
status will be entitled to these privileges: 


transfers of personal preferred stock constituting 25 
percent of the capital stock, but no more than 20 times 
the minimum wage set by laws of the Russian Federation 
per worker, all at once and for free; 


common stock (with voting rights) constituting up to 10 
percent of the capital stock, but no more than six times 
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the minimum wage set by laws of the Russian Federation 
per worker, will be sold by private subscription at a 
discount of 30 percent and with payment deferred for up 
to three months, provided that the amount of the initial 
payment is equivalent to at least 50 percent of the face 
value of the stock. 


The administration of the enterprise slated for privati- 
zation—the manager, his assistants, the chief engineer, 
the chief bookkeeper, and the heads of structural subdi- 
visions or subsidiaries, on the terms of contracts con- 
cluded with them, will be entitled to buy common stock 
for a total sum constituting up to 5 percent of the capital 
stock, but no more than 2,000 times the minimum wage 
set by laws of the Russian Federation per individual. 


At enterprises with more than 10,000 personnel and with 
separate structural subdivisions, or at enterprises with a 
privatization plan envisaging the restructuring of the 
enterprises and the creation of subsidiaries, the group of 
administrators entitled to this privilege may be 
augmented by a decision of the labor collective. 


Option 2 


All members of the labor collective of the enterprise 
slated for privatization and individuals of equivalent 
status with a right to the privileges will be entitled to buy 
common stock (with voting rights) representing up to 51 
percent of the capital stock. In this case there wiil be no 
transfers of stock for free or sales of stock on preferential 
terms. 


Option 3 


If the group of enterprise personnel or any physical and 
juridical persons recognized as buyers in accordance 
with Article 9 of the Law of the Russian Federation “On 
the Privatization of State and Municipal Enterprises in 
the Russian Federation” will assume responsibility for 
carrying out the privatization plan of the enterprise and 
preventing its bankruptcy and if a general meeting of the 
labor collective consents to conclude the corresponding 
contract for no more than one year (without any renewal 
rights), the members of this group or the physical and 
juridical persons will be entitled to acquire 30 percent of 
the capital stock in the form of common (voting) stock in 
the enterprise after the expiration of this term and on the 
condition that the terms of contract have been fulfilled. 
The procedure for concluding the contract will be 
defined in a statute approved by the Russian Goskomi- 
mushchestvo. 


While the contract is in effect, the group will be empow- 
ered to vote with all of the common stock belonging to 
the corresponding property fund. 


The privatization plan will include the terms of the 
contract, which must be concluded with the group by the 
founder of the joint-stock company. The contract will 
specify the obligations of the members of the group and 
the limits of their financial liability with the private 
property they put up as collateral, in an amount of no 
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less than 200 times the minimum wage set by laws of the 
Russian Federation at the time the collateral is put up 
per group member. 


In this option, all enterprise personnel (including mem- 
bers of the group) will be sold common (voting) stock for 
an amount constituting 20 percent of the capital stock, 
but no more than 20 times the minimum wage set by 
laws of the Russian Federation per worker, at a 30- 
percent discount and with payment deferred for up to 
three months. The amount of the initial payment must 
be equivalent to at least 25 percent of the value of the 
stock. If the group does not fulfill the contract terms, the 
stock subject to sale to members of the group will be sold 
to the public at auction. 


The procedure for distributing stock transferred for free 
(if the first option is chosen) will be decided by a simple 
majority of the votes at a general meeting (or conference) 
of the labor collective. 


The sale of stock to members of the labor collective and 
individuals of equivalent status within the confines of 
the privileges stipulated in the Basic Statutes will be 
carried out by means of private subscription in accor- 
dance with a statute approved by the Russian Goskomi- 
mushchestvo. 


Property management committees will be empowered to 
extend the term of private subscription for enterprise 
personnel for three months, with a view to the distinctive 
features of the production operations of specific enter- 
prises. The sale of property fund stock must be carried 
out after the end of the private subscription term. 


The choice of a privilege option will be made by a 
general meeting (or conference) of the labor collective or 
will be certified by a petition signed by its members. The 
decision will be considered final if at least two-thirds of 
the enterprise personnel vote for it (or sign the petition). 
In the absence of this decision, privileges will be granted 
in accordance with the first option. 


The personnel of enterprises in the same technologicai 
complex as the enterprise slated for privatization will be 
entitled, irrespective of the option chosen by the labor 
collective, to participate in the private stock subscrip- 
tions of the enterprise slated for privatization on an 
equal basis with its personnel. 


Agricultural producers recognized as buyers in accor- 
dance with the laws of the Russian Federation on priva- 
tization and their cooperatives will be granted priority, 
according to the procedure established by the Govern- 
ment of the Russian Federation, in the acquisition of 
stock in enterprises for the primary processing of agri- 
cultural products and the performance of technical- 
production services and material and technical supply 
operations for the agroindustrial complex. 


The creative teams of newspaper and magazine editorial 
offices will be entitled to transfers of preferred stock for 
free and participation in private subscriptions for 
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common stock sold on preferentia! terms in joint-stock 
companies established by means of the reorganization of 
publishing and printing enterprises if the editorial offices 
were once part of these enterprises. 


In the event that a block of stock is reserved as state (or 
municipal) property, privileges will be extended to enter- 
prise personnel according to the following procedure: 


if the block of stock represents 51 percent of the common 
stock, all members of the labor collective and individuals 
of equivalent status will be given personal preferred 
shares representing 25 percent of the capital stock, but 
no more than 20 times the minimum wage set by laws of 
the Russian Federation per worker, all at once and for 
free. Other privileges will not be extended; 


if the block of stock constitutes less than 51 percent of 
the common stock, privileges will be granted to members 
of the labor collective and individuals of equivalent 
status in accordance with the first option described in 
the Basic Statutes. 


3.4.2. Sale of Stock in Joint-Stock Companies in 
Investment Bidding Sessions 


Blocks of stock in joint-stock companies belonging to the 
state and requiring investments from the buyers will be 
sold in investment bidding sessions. 


The sale of blocks of stock in joint-stock companies in 
investment bidding sessions will be conducted in accor- 
dance with a statute approved by the Government of the 
Russian Federation. 


3.4.3. Sale of Stock in Joint-Stock Companies in 
Commercial Bidding Sessions 


Blocks of stock in joint-stock companies belonging to the 
state and requiring the buyers to fulfill certain conditions 
with regard to the enterprise slated for privatization will 
be sold in commercial bidding sessions. 


The winning bids will be the proposals satisfying all of 
the terms of the competitive bidding session and corre- 
sponding most to the competitive criterion—i.e., 
offering the highest price. The sale of blocks of stock in 
joint-stock companies in commercial bidding sessions 
will be conducted in accordance with a statute approved 
by the Russian Goskomimushchestvo. 


3.4.4. Sale of Stock in Joint-Stock Companies at 
Auction 


The sale of stock in joint-stock companies at auction, 
including those using stock market institutions (includ- 
ing stock exchanges), will be conducted by the corre- 
sponding property fund in accordance with a statute 
approved by the Russian Goskomimushchestvo. 


3.4.5. Sale of Stock in Jvint-Stock Companies at 
Special Stock Auctions 


The procedure of selling stock at special stock auctions 
will be defined by the Russian Goskomimushchestvo. 
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All physical and juridical persons recognized as buyers in 
accordance with laws of the Russian Federation on 
privatization may attend special stock auctions. 


The special stock auction will be a method of selling 
stock in open trading sessions, during which: 


all of the high bidders may buy the stock at the same 
price; 


bidding will require the submission of a request for a 
specific number of shares of stock at a particular price. 


The procedure of holding interregional and all-Russian 
special stock auctions will be defined by the Government 
of the Russian Federation. 


3.5. Determination of Initial Price of State (Municipal) 
Enterprises 


3.5.1. The calculation of the amount of capital stock 
during the reorganization of state (or municipal) 
enterprises as joint-stock companies of the open 
type and the appraised value of the assets of state 
(or municipal) enterprises to be sold at auction 
and in commercial or investment bidding sessions 
will be based on the enterprise balance sheet for | 
January 1994, with consideration for the reassess- 
ment of fixed capital in accordance with Decree 
No 595 of the Government of the Russian Feder- 
ation of 14 August 1992 “On the Reassessment of 
Fixed Capital (or Assets) in the Russian Federa- 
tion,” according to the procedure stipulated by 
the Provisional Procedural Instructions on the 
Appraisal of Privatization Projects, approved by 
Edict No 66 of the President of the Russian 
Federation of 29 January 1992 “On the Stepped- 
Up Privatization of State and Municipal Enter- 
prises” (with all subsequent changes made 
according to the established procedure), with the 
exception of sections conflicting with the Basic 
Statutes. 


Estimates of hard currency reserves will be based on the 
exchange rate of the Bank of Russia at the time of the 
property appraisal. 


3.5.2. By a decision of agencies of the executive branch 
of government of members of the Russian Feder- 
ation, the initial price in the sale of state (or 
municipal) enterprises and of stock in joint-stock 
companies of the open type, established by means 
of the reorganization of state (or municipal) enter- 
prises, in competitive bidding sessions and at 
auction must be at least 70 percent and no more 
than twice the nominal value of the privatization 
project defined in Section 3.5.1 of the Basic 
Statutes. 


3.5.3. The initial price of state (or municipal) enter- 
prises and of stock in joint-stock companies, 
established by means of the reorganization of 
state (or municipal) enterprises, as stipulated in a 
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privatization plan approved prior to the adoption 
of the Basic Statutes, may be increased by a 
decision of the corresponding property fund, but 
by no more than 20 times, during their sale in 
competitive bidding sessions or at auction. 


3.5.4. In the event that all categories of personnel of the 
enterprise slated for privatization and individuals 
of equivalent status are sold a total of more than 
10 percent of the common (voting) stock or are 
given preferred stock for free in accordance with 
the chosen privilege option, the value of the stock 
to be sold will be calculated on the basis of the 
enterprise balance sheet for the report quarter 
preceding the approval of the privatization plan, 
in accordance with a statute approved by the 
Russian Goskomimushchestvo. In all other cases 
the value will be equivalent to the face value of 
the stock. 


3.5.5. All changes in the composition and value of the 
assets of an enterprise after the date of the balance 
sheet used in accordance with the approved priva- 
tization plan for the calculation of the amount of 
capital stock (1 July 1992 and 1 January 1994 
respectively) will be categorized as changes in the 
composition and value of the property of the 
joint-stock company and will not change the 
amount of the capital stock calculated at th time 
of the approval of the privatization plan. 


3.6. Sale of Property (Assets) of Existing F.nterprises, 
Enterprises Scheduled for Liquidation, and Liquidated 
Enterprises and Unfinished Construction Projects 


3.6.1. The sale of the property (assets) of liquidated 
enterprises and enterprises undergoing liquida- 
tion will be conducted exclusively at auction by 
the corresponding property funds (or property 
management committees) with consideration for 
the antimonopoly laws of the Russian Federation 
and in accordance with a statute approved by the 
Government of the Russian Federation. 


3.6.2. The procedure for selling the property (assets) of 
existing state (or municipal) enterprises will be 
defined by the enterprises themselves with the 
permission of the appropriate property manage- 
ment committee, with consideration for the 
appropriate (sectorial) federal agency of the exec- 
utive branch of government. Eighty percent of the 
proceeds from the sale of the property will remain 
at the disposal of the enterprise and may not be 
used for the payment of wages, and the remaining 
20 percent will be distributed according to the 
standards of privatization income distribution 
specified in Addendum | to the Basic Statutes. 


The available motor vehicles, maritime and river vessels, 
and aircraft of enterprises, organizations, institutions, 
and transport enterprises (including those undergoing 
privatization) will be sold at auction. 
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3.6.3. The privatization of unfinished construction 
projects will be conducted by a decision of the 
appropriate property management committee 
(including decisions based on enterprise propos- 
als), with consideration for the opinions of federal 
agencies of the executiv: branch of government: 


by means of the sale of the assets of these projects 
at auction or in competitive bidding sessions; 


by means of the establishment of an open joint- 
stock company with 100-percent state capital and 
the subsequent sale of stock. 


The choice of one of these methods of privatizing 
unfinished construction projects will be made by the 
enterprise within a month after the decision has been 
made to privatize them. If the privatization method is 
not defined by the enterprise within this period of time, 
it will be chosen by the appropriate property manage- 
ment committee. 


Proceeds from the sale of property will be distributed in 
accordance with Subsection 3.6.2 of the Basic Statutes. 


3.6.4. The state (or municipal) enterprise slated for 
privatization will be entitled to exclude unfin- 
ished construction projects from its assets. The 
revised balance sheet will be drawn up by the 
appropriate property management committee. In 
this case the unfinished construction projects will 
be privatized by the appropriate property man- 
agement committee independently of the enter- 
prise. 


3.7. Sale of Enterprises in Debt 


The sale of state (or municipal) enterprises in debt and 
their property (or assets) and the state (or municipal) 
proportional participation (share or stock) in these enter- 
prises will be conducted in accordance with Edict No 
1114 of the President of the Russian Federation of 2 
June 1994 “On the Sale of State Debtor-Enterprises” 
and Decree No 498 of the Government of the Russian 
Federation of 20 May 1994 “On Some Measures To 
Enforce Laws on the Insolvency (or Bankruptcy) of 
Enterprises.” 


4. Privatization of Real Estate 


4.1. The Basic Statutes will regulate the privatization of 
the following types of real estate categorized as 
federal property, the state property of members of 
the Russian Federation, and municipal property: 


leased non-residential property: buildings, struc- 
tures, installations, and premises, including the 
non-residential premises built into or added onto 
residential property; 


parcels of land (other than those not subject to 
privatization in accordance with laws of the Rus- 
sian Federation) serving as the site of enterprises 
undergoing privatization, other real property 
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owned partly by citizens and juridical persons, and 
any leased property of this kind; 


unoccupied (or unused) buildings, structures, 
installations, and premises, including the non- 
residential premises built into or added onto resi- 
dential buildings, along with the parcels of land (or 
portions of the parcels) on which they are located; 


parcels of land, including parcels with other real 
property on them, granted to citizens and their 
associations for entrepreneurial activity. 


4.2. The sale of leased non-residential property, 
including buildings and structures of historical and 
cultural significance, to the leaseholder may not be 
disallowed, with the exception of property covered 
by the restrictions specified in Section 2.1 of the 
Program and buildings and installations occupied 
by state governing bodies, agencies of local self- 
government, and courts. Buildings and structures 
registered as historical and cultural monuments will 
be privatized only on the condition of their proper 
maintenance by the new owner in accordance with 
the requirements of a preservation agreement 
drawn up in the manner specified by laws of the 
Russian Federation. 


The refusal to sell a parcel of land categorized as state (or 
municipal) property (with the exception of the land of 
sea, river, and air ports) to the owner of the building, 
structure, installation, or non-residential premises 
located on this parcel of land wi!! be allowed only in the 
cases envisaged by federal law. 


The following types of undeveloped parcels of land 
categorized as state (or municipal) property will not be 
subject to sale: 


agricultural land, land categorized as part of national 
timber and water reserves, and land under speciai pro- 
tection, for which laws of the Russian Federation specify 
special rules of privatization; 


land polluted by hazardous substances and exposed to 
biogenic contaminants; 


public land (streets, thoroughfares, roads, embankments, 
parks, national parks, squares, gardens, boulevards, res- 
ervoirs, beaches, and other parcels of land legally defined 
as public land); 


the land of sea, river, and air ports of federal status or 
land set aside (reserved) for future development. 


4.3. The sale of unoccupied (or unused) non-residential 
facilities, including those scheduled for reconstruc- 
tion, will be conducted exclusively at public auc- 
tions (or in competitive bidding sessions) in accor- 
dance with laws of the Russian Federation. The sale 
of other non-residential property at auction or in 
competitive bidding sessions will not be allowed. 
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4.4. State governing bodies (and agencies of local self- 
government) are advised to authorize the appro- 
priate property funds (or, in their absence, property 
management committees or other agencies) to sell 
parcels of land. A parcel occupied by a state (or 
municipal) enterprise slated for privatization will 
be sold by the property fund selling the enterprise or 
stock in the joint-stock company established during 
privatization. The sale of other real estate catego- 
rized as state (or municipal) property will be con- 
ducted by the property funds of th: member of the 
Russian Federation or the munic pal government 
registered as the owner of the real :state to be sold. 


4.5. The right to buy leased buildings, structures, instal- 
lations, and premises, including the non-residential 
premises built into or added onto residential build- 
ings, and the parcels of land occupied by privatized 
enterprises, leased, owned, or used by these enter- 
prises during the process of their charter activity 
will be granted to the following: 


physical and juridical persons registered as the 
owners of privatized state (or municipal) enter- 
prises or state (or municipal) property after exer- 
cising the buyout option of a lease; 


joint-stock companies of the open type, established 
by means of the reorganization of state and munic- 
ipal enterprises during the privatization process, 
after the sale of at least 75 percent of their stock 
according to the procedure established by laws of 
the Russian Federation on privatization; 


citizens and their associations engaged in entrepre- 
neurial activity and enterprises (including partner- 
ships and joint-stock companies established by the 
assignment of legal organizational status to volun- 
tary associations of state and municipal enterprises 
in accordance with Section II of Edict No 721 of the 
President of the Russian Federation of 1 July 1992 
“On Organizational Measures To Convert State 
Enterprises and Voluntary Associations of State 
Enterprises into Joint-Stock Companies’), if no 
more than 25 percent of the capital stock of the 
enterprises is state and (or) municipal property, if 
the lease was concluded on the basis of competitive 
bidding or auctions for the sale of non-residential 


property. 


4.6. The owners of privatized state (or municipal) enter- 
prises and other owners of buildings, installations, 
and premises will have the exclusive right to choose 
to buy the parcels of land (or portions of parcels) 
occupied by this property or to sign a long-term 
lease. 


4.7. The right to buy unoccupied (or unused) buildings 
and installations categorized as state or municipal 
property, together with the parcels of land on which 
they are located, and u: occupied (or unused) non- 
residential premises bu: t into or added onto resi- 
dential buildings, alon; with the portion of the 
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parcel of land on which they are located, in com- 
petitive bidding sessions or at auction may be 
exercised by physical and juridical persons recog- 
nized as buyers in accordance with Article 9 of the 
Law of the Russian Federation “On the Privatiza- 
tion of State and Municipal Enterprises in the 
Russian Federation.” 


4.8. In the event of the transfer of title (including the 
transfer of property rights during privatization) toa 
building, structure, installation, or premises to sev- 
eral owners, title to the parcel of land will be 
transferred to these individuals in proportion to 
their share of the main piece of real property 
located on the parcel. The physical division of the 
parcel of land among owners of the property (the 
premises located on it) will not be allowed. These 
individuals will be granted the exclusive right, in 
accordance with the Basic Statutes, to buy the 
corresponding share of the parcel of land at the 
standard price (with the issuance of the appropriate 
title document). Relations between these individ- 
uals will be regulated by laws of the Russian Feder- 
ation (including condominium regulations). 


4.9. Procedure of Selling Real Estate (Other Than 
Parcels of Land) 


Leased real estate will be sold in response to a request 
from the leaseholder, which may be submitted at any 
time during the lease period. 


The price of buildings, structures, installations, and 
non-residential premises, including thuse built into or 
added onto residential buildings, to be bought by lease- 
holders will be set according to the procedure approved 
by an agency of local self-government in accordance with 
this subsection within two weeks after the Basic Statutes 
go into force. 


When the buyout value of the building, structure, or 
installation is calculated according to any of these 
methods, the sale price of a square meter of area of the 
premises, building, structure, or installation may not 
exceed the yearly lease payment specified in the lease 
contract multiplied by the following coefficients: a coef- 
ficient of 2 for non-residential premises in residential 
buildings, including those built into and added onto 
them; a coefficient of 3 for buildings and installations. 


If the method of calculating the buyout value is not 
approved by the abovementioned agency within the 
period of time set aside for this, the leased buildings, 
installations, and premises will be sold at the maximum 
value calculated in accordance with this subsection. 


If the rights of citizens to buy leased real estate in 
accordance with laws of the Russian Federation are 
violated by state governing bodies, agencies of local 
self-government, or individual officials, judicial pro- 
ceedings will be instituted for the protection of these 


rights. 
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4.10. Procedures for Selling Parcels of Land 


Unless federal laws stipulate otherwise, undeveloped 
parcels of land in cities and other populated communi- 
ties will be categorized as parcels with no buildings, 
structures, or installations on them or under them to 
exclude the possibility of their development. 


Developed parcels of land in cities and populated com- 
munities will be parcels with enterprises, buildings, 
structures, and installations on or under them. 


The developed land of a privatized enterprise will be the 
whole territory of the enterprise, with the exception of 
vacant undeveloped parcels of land (including parcels 
reserved in accordance with project plans). Developed 
parcels of land in cities and populated communities will 
be sold at a price that may not be below the standard 
price of land or more than three times the standard price. 
The appropriate agency of the executive branch of gov- 
ernment (or agency of local self-government) must 
decide the price of developed parcels of land (within the 
limits established above), within the boundaries of the 
territorial-administrative entity or the operational zones 
within its territory, within a month after the approval of 
the Basic Statutes. In the absence of this decision, the 
sale price will be equal to the standard price of the parcel 
of land. 


Vacant undeveloped parcels of lend (or lots) which are 
being used by an enterprise slated for privatization may 
be disposed of in the following ways by a decision of the 
enterprise: 


a) they may be kept as municipal (or state) property and 
leased or not leased to the enterprise; 


b) they may be purchased by the enterprise along with 
the developed area and at the same price on the 
condition that the enterprise will develop them 
according to the established procedure within three 
years after the transfer of title (unless another dead- 
line is stipulated by law). 


If the enterprise fails to comply with the latter condition, 
it must sell the land according to the procedure estab- 
lished by laws of the Russian Federation on sales of 
undeveloped parcels of land categorized as state (or 
municipal) property. In this case, and also in the case of 
the sale of an undevelcped parcel before the expiration 
of the three-year period following the transfer of title, a 
one-time assessment will be collected for the local budget 
from the buyer in the amount of 30 percent of the 
difference between the sale price of the parcel and the 
cost of its acquisition. 


Parcels of land covered by Subsection 4.2 of the Basic 
Statutes and other land not subject to privatization in 
accordance with the laws of the Russian Federation will 
not be subject to sale. 


During the privatization of parcels of land, the proce- 
dures for using mineral resources will be defined in 
accordance with the Law of the Russian Federation ““On 
Mineral Resources.” 
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During the sale of a developed parcel of land within the 
limits of cities and other populated communities in 
accordance with the Basic Statutes, the owner’s right to 
the parcel of land will include the right to use it in any 
authorized way, which, until territorial zoning laws have 
gone into effect, will signify the right to use the parcel 
and all of the buildings, structures, and installations 
located on the parcel in any way that does not contradict 
restrictions imposed by the appropriate governing 
bodies (or agencies of local self-government) and in 
accordance with existing laws and approved construc- 
tion, sanitation, environmental, and fire protection stan- 
dards. The establishment of any specific (and scle) 
method of using a piece of real estate, including a parvel 
of land, and the imposition of restrictions on the use of 
a separate parcel will not be permitted. 


These restrictions may be established only for all of the 
parcels within the confines of a particular operational 
zone in accordance with laws of the Russian Federation. 
The owner will be entitled to use a developed parcel of 
land and all of the buildings, installations, structures, 
and premises located on the parcel in ways and for 
purposes not prohibited within the confines of the oper- 
ational zone of the city (or populated community) or 
within a 100-meter radius of the parcel property line. 


The following public easements will be established for 
developed parcels of land slated for sale, and the owiicrs 
of the parcels will therefore be obligated to secure the 
following: 


a) free and unimpeded use of public facilities (walkways 
and roadways and supply lines) which existed at the 
time of the transfer of title; 


b) the possibility of locating surveyor and boundary 
marks and access to them on the parcel; 


c) access to the parcel for the appropriate municipal 
services for repairs of supply lines. Changes in these 
public easements and the institution of new ones will 
require a federal law or an administrative ordinance 
adopted in accordance with federal law. 


The owners of parcels of land will be entitled to acquire 
title for free to the portions of the supply lines which are 
used exclusively in the service of the real property (or 
real estate) of this owner (up to the parcel property line 
or, in the case of cable and pipelines, to the connection 
with the corresponding main lines) by agreement with 
the corresponding agency. The construction of new ele- 
ments of the infrastructure on the parcel, including the 
installation of electrical and telephone cables, water 
lines, gas lines, and sewer lines, that might cause the 
owner to incur losses will be carried out on a compensa- 
tory basis in accordance with a contract between the 
owner of the parcel and the appropriate state (or munic- 
ipal) agency. The restrictions on the use of a developed 
parcel of land which existed at the time of the privatiza- 
tion (or sale) of the enterprise or other piece of real estate 
will remain in effect. 
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The absence of the following documents will not serve as 
grounds for the refusal to register a sales contract for a 
developed parcel of land or to issue the appropriate 
certificate of title: 


the document marking the property lines of the parcel of 
land (for all categories of land, except agricultural land, 
within the boundaries of a populated community, with 
the exception of land categorized as part of the water and 
timber reserves and land under special protection); 


the document listing public easements; 
the document listing land use restrictions. 


In these cases the certificate of title to the land will secure 
the exercise of all ownership rights to the parcel of land 
which do not require a physical description of the parcel. 
At the request of the owner, all of the documents 
securing a physical description of the parcel of land 
belonging to him will be drawn up according to the 
procedure established by existing laws. The imposition 
of restrictions on the resale of real estate in connection 
with the absence of a physical description of the parcel 
will not be allowed. Any disputes will be settled by means 
of judicial proceedings. 


The confiscation of real estate, including parcels of land, 
will be allowed only in the cases stipulated by federal law 
and only by court order. 


When title to a parcel of land is transferred, the owner of 
the privatized enterprise, buildings, installations, and 
premises located on the parcel will submit the following 
documents to the seller: 


a copy of the notation in the shareholders’ record (or 
articles of incorporation) confirming that at least 75 
percent of the cupital stock of the juridical person is 
private property; 


a contract of sale or another document granting rights of 
ownership to the building, installation, premises, or 
privatized enterprise or ¢ copy of the approved privati- 
zation plan; 


a request of any format for the transfer of title to the 
parcel of land and the boundary map of the parcel or a 
certified description of its location and dimensions and 
the standard price of the parcel. 


Within a week after the receipt of the request, the seller 
will issue a payment authorization to the owner of the 
privatized enterprise in the amount of the cost of the 
parcel and will sign a contract of sale. The seller will 
simultaneously send one copy of the contract to the 
appropriate land resource and land management com- 
mittee and architecture and urban development agency. 


The seller will record the issuance and forwarding of 
these contracts in the appropriate register (Register of 
Contracts for the Sale of Parcels of Land for Owners of 
Premises, Buildings, and Installations). 
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Within two months the corresponding land resource and 
land management committee and architecture and urban 
development agency must furnish the applicant with 
registered information about the restrictions on the right 
to use the parcel of land, including easements existing on 
the date of sale of the building, structure, installation, or 
enterprise, and other easements which may be estab- 
lished in accordance with decisions made by an autho- 
rized state governing body (or agency of local self- 
government) before that date. 


The cancelled payment authorization in the amount of 
the cost of the parcel and the sales contract will serve as 
grounds for the legal registration of title to the land. The 
registration of title to real estate, including the descrip- 
tion of parcel use rights and public easements, will be 
carried out by agencies authorized to do this by laws of 
the Russian Federation. 


Disputes over the validity of restrictions on the use of a 
parcel of land, including easements, will be settled by a 
court of law. 


5. Support uf Reconstruction of Privatized Enterprises 


5.1. The reconstruction of privatized enterprises will be 
supported by federai budget funds and extra- 
budgetary funds in accordance with the programs 
drawn up by the Government of the Russian Fed- 
eration for state support of privatization, as well as 
the funds of the “Big Seven” countries on the 
condition that the enterprises meet the following 
requirements: 


the state-owned portion of the privatized enierprise 
must not exceed 25 percent; 


all requirements of the laws of the Russian Federa- 
tion regulating the activities of joint-stock companies 
must be observed; 


there must be no restrictions on the purchase and 
sale of stock in the enterprise; 
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records of the stockholders of the enterprise will be 
kept by an independent registrar. 


5.2. Additional stock may be issued by a joint-stock 
company established during the process of the 
privatization of state (or municipal) enterprises if 
less than 25 percent of the capital stock is state (or 
municipal) property. 


6. Distribution of Income from Privatization 


6.1. The income from privatization will be distributed 
according to the standards in Addendum | to the 
Basic Statutes. 


Proceeds deposited in the appropriate budgets will be 
used exclusively for the following purposes. 


the maintenance of sociocultural facilities and 
public utilities not included in the property of 
enterprises slated for privatization and transferred 
to the jurisdiction of the appropriate state gov- 
erning bodies (or agencies of local self- 
government); 


the financing of measures for the social protection 
of the population; 


the implementation of related investment 
programs. 


6.2. Dividends on the stock reserved as state (or munic- 
ipal) property may be used for the maintenance of 
sociocultural facilities and public utilities trans- 
ferred to the corresponding state governing bodies 
(or agencies of local self-government) during the 
reorganization of enterprises as joint-stock compa- 
nies, and in the absence of these facilities the 
dividends will be deposited in the appropriate 
budget or the special budgetary fund for the support 
of the Armed Forces of the Russian Federation, 
created in accordance with Article 32 of the federal 
law “On the Federal Budget for 1994.” 


6.3. The proper use of these funds will be overseen by the 
appropriate financial agencies. 
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Addendum 1 
Privatization Income Distribution Standards (in percentages) 
From privatization of enterprises at auction or in From privatization of real estate 
competitive bidding sessions and from sale of stock in 
joint-stock companies established during privatization 
process 
Categories of recipients federal state property municipal federal state property municipal 
property of RF members property property of RF members property 
Local budgets 9.0 9.0 19.0 10.0 10.0 75.0 
Republic, kray, oblast, 15.0 20.0 10.0 10.0 65.0 — 
autonomous oblast, autonomous 
okrug budgets 
Federal budget 10.0 10.0 10.0 55.0 — _ 
Russian Goskomimushchestvo 1.2 1.2 1.2 1.2 1.2 1.2 
Property management 4.0 4.0 4.0 10.0 10.0 10.0 
committees and territorial 
agencies of Russian 
Goskomimushchestvo 
Federal Business Support Fund 5.0 — os — ~ a 
Russian Federal Property Fund 0.3 0.3 0.3 0.3 0.3 0.3 
Property funds of national-state 4.0 4.0 4.0 10.0 10.0 10.0 
and national- and 
administrative-territorial entities 
Privatized enterprises 51.0 51.0 51.0 _ — -- 
RF Committee on Land —_ —_ -—- 1.0 1.0 1.0 
Resources and Land 
Management 
Local architecture and urban — _ —_— 1.0 1.0 1.0 
development agency 
Local land resource and land _— _ —_— 1.0 1.0 1.0 
management committee 
Totals 100.0 100.0 100.0 100.0 100.0 100.0 
Addendum 2 Bay-Tayginskiy, Barun-Khemchikskiy, Dzun- 


List of Territories Covered by Inter-Repubiic Programs 

for Privatization of State 4 | Municipal En ses in 

so am of Far North and Locations of Equivalent 
tatus 


Altay Republic—Kosh-Agachskiy and Ulaganskiy 
rayons; 


Republic of Buryatia—city of Severobaykalsk; Bagruzin- 
skiy, Bauntovskiy, Kurumka.skiy, Okinskiy, Muyskiy, 
and Severo-Baykalskiy rayons; 


Komi Republic; 


Republic of Karelia—cities of Kostomuksha, Petroza- 
vodsk, and Sortavala; Belomorskiy, Kemskiy, Kon- 
dopozhskiy, Lakhdenpokhskiy, Loukhskiy, Kalevalskiy, 
Medvezhyegorskiy, Muyezerskiy, Olonetskiy, Pitk- 
yarantskiy, Prionezhskiy, Pryazhinskiy, Pudozhskiy, 
Segezhskiy, and Suoyarvskiy rayons; 


Sakha Republic (Yakutia); 


Tyva Republic—Mongun-Tayginskiy and Todzhinskiy 
rayons; territory of Shinaanskaya rural administration; 


Khemchikskiy, Kaa-Khemskiy, Kyzylskiy, Ovyurskiy, 
Piy-Khemskiy, Sut-Kholskiy, Tandinskiy, Tes- 
Khemskiy, Chaa-Kholskiy, Chedi-Kholskiy, Ulug- 
Khemskiy, and Erzinskiy rayons; city of Kyzyl; 


Krasnoyarsk Kray—Evenki and Taymyr (Dolgano- 
Nenetsk) autonomous okrugs; cities of Igarka, Lesos- 
ibirsk, Norilsk, and Yeniseysk; Boguchanskiy, Yenisey- 
skiy, Kezhemskiy, Motyginskiy, Severo-Yeniseyskiy, 
and Turukhanskiy rayons; 


Maritime Kray—city of Dalnegorsk; Dalnegorskiy, 
Kavalerovskiy, Olginskiy, and Terneyskiy rayons; 
workers’ settlement of Vostok; Boguslavetskiy, Vostrets- 
ovskiy, Dalne-Kutskiy, Izmaylikhinskiy, Melnichnyy, 
Roshchinskiy, Tayezhnenskiy rural soviets of Kras- 
noarmeyskiy Rayon; 


Khabarovsk Kray—cities of Amursk, Komsomolsk- 
on-Amur, Nikolayevsk-on-Amur, and Sovetskaya 
Gavan; Ayano-Mayskiy, Okhotskiy, Vanenskiy, Verkh- 
nebureinskiy, Komsomolskiy, Nikolayevskiy, imeni 
Polina Osipenko, Sovetsko-Gavanskiy, Solnechnyy, 
Tururo-Chumikanskiy, Ulchskiy, and Amurskiy rayons, 
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including the workers’ settlement of Elban; Voznesen- 
skiy, Paalinskiy, Achanskiy, Dzhuyenskiy, and Almin- 
skiy rural soviets; 


Chukotsk Autonomous Okrug; 
Nenetsk Autonomous Okrug; 


Amur Oblast—cities of Tynda and Zeya; Zeyskiy, 
Selendzhinskiy, and Tyndinskiy rayons; 


Arkhangelsk Oblast; 


Irkutsk Oblast—cities of Bratsk, Bodaybo, Ust-Ilimsk, 
and Ust-Kut; Bodaybinskiy, Bratskiy, Kazachinsko- 
Lenskiy, Katangskiy, Kirenskiy, Mamsko-Chuyskiy, 
Nizhneilimskiy, Ust-Ilimskiy, and Ust-Kutskiy rayons; 


Kamchatka Oblast; 
Magadan Oblast; 
Murmansk Oblast; 


Perm Oblast—Komi-Permyak Autonomous Okrug; 
Gaynskiy, Kosinskiy, and Kochevskiy rayons; 


Sakhalin Oblast; 


Tomsk Oblast—cities of Kedrovyy, Kolpashevo, and 
Strezhevoy; Aleksandrovskiy, Bakcharskiy, Verkh- 
neketskiy, Kargasokskiy, Kolpashevskiy, Krivoshein- 
skiy, Molchanovskiy, Parabelskiy, Teguldetskiy, and 
Chainskiy rayons; 


Tyumen Oblast—Yamalo-Nenetsk and Khanty- 
Mansiysk autonomous okrugs; Uvatskiy Rayon; 


Chita Oblast—Kalarskiy, Tungiro-Olekminskiy, and 
Tungokochinskiy rayons; 


all islands of the Arctic Ocean and its seas and the 
islands of the Bering Sea and Sea of Okhotsk. 


Addendum 3 


Special Procedure for Making Decisions on 
Privatization 


1. Decisions on the privatization of the following will not 
be made until the passage of the federal law “On the 
Approval of the State Program for the Privatization of 
State and Municipal Enterprises in the Russian Fed- 
eration after 1 July 1994”: 


1.1. Facilities, enterprises, and the standard-issue 
and special military and other property of the 
Federal Border Service—High Command of the 
Border Troops of the Russian Federation, the 
Foreign Intelligence Service of the Russian Fed- 
eration, the State Customs Committee of the 
Russian Federation, the Department of the Tax 
Police of the Russian Federation, the Main Secu- 
rity Directorate of the Russian Federation, the 
Procuracy-General of the Russian Federation, 
and judicial bodies. 
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1.2. Higher academic institutions, tekhnikums, 


1,3. 


1.5. 


1.6. 


1.7. 


1.8. 


boarding tekhnikums, boarding academies of the 
system for the social protection of the popula- 
tion, special homes for single elder!) individuals, 
rehabilitation centers for the disabled, orthope- 
dic-prosthetic enterprises, including scientific 
research institutes in the field of prosthetics and 
orthopedics engaged in the manufacture of prod- 
ucts and the performance of services for disabled 
individuals with impaired vision. 


Materials produced with federal budget funds or 
funds from the union budget of the former USSR 
for the establishment and concentration of the 
state astrometric, surveying, and gravimetric 
networks, including catalogs of the coordinates 
and altitudes of geodesic points and the gravity 
force values of gravimetric points, the primary 
materials of space and aerial mapping, the orig- 
inals of topographic, gravimetric, geographic, 
topical, special, numerical, electronic, and other 
types of maps, charts, and atlases and historical 
maps, charts, and atlases kept in special topo- 
graphic-geodesic collections of ministries and 
departments. 


. Enterprises, installations, and organizations of 


the geological service engaged in regional geolog- 
ical studies connected with the defense needs of 
the state and projects on the continental shelf 
and within the confines of the maritime eco- 
nomic zone and the world ocean, including the 
maritime vessels used for this purpose, and those 
working on basic scientific research and experi- 
mental design projects in connection with fed- 
eral programs for the development of the coun- 
try’s crude mineral reserves, in accordance with 
a special list approved by the Government of the 
Russian Federation, the deep shafts licensed by 
mining or other enterprises and the state network 
of observation wells and posts for the observa- 
tion of gas and oil gushers. 


Institutions and organizations used exclusively 
for the training, retraining, and advanced 
training of civil servants and where this training 
is conducted in accordance with the federal civil 
service statute approved by Edict No 2267 of the 
President of the Russian Federation of 22 
December 1993. 


Installations and enterprises of the agrobiolog- 
ical industry and their subsidiary farms under 
the jurisdiction of the Russian Federation Min- 
istry of Agriculture. 


Theaters categorized according to the established 
procedure as academic facilities. 


Facilities for the representation of the Russian 
Federation abroad. 








This report contains information which is or may be copyrighted in a number of countries. Therefore, copying and/or 
further dissemination of the report is expressly prohibited without obtaining the permission of the copyright owner(s). 

















FBIS-USR-94-089 
16 August 1994 


1.9. The fishing control posts and research vessels of 
the Russian Federation Committee on Fishing. 


1.10. The subways. 
1.11. Public highways. 


1,12. Mineral, timber, and water resources owned by 
members of the Russian Federation or owned 
jointly by the Russian Federation and a 
member of the Russian Federation. 


2. The following may be privatized by a decision of the 
Government of the Russian Federation before the 
passage of the federal law “On the Approval of the 
State Program for the Privatization of State and 
Municipal Enterprises in the Russian Federation after 
1 July 1994”; 


2.1. Large enterprises with fixed capital with a book 
value of more than 20 billion rubles on | January 
1994, 


2.2. Elevators and warehouses for the permanent 
storage of state reserves, the accumulation of 
federal food supplies, and the storage of mobili- 
zation reserves (except for those listed in Section 
2.1 of the Program). 


2.3. The auxiliary production farms of enterprises of 
the medical industry. 


2.4. The enterprises and organizations making up the 
Russian Federal Migration Service. 


2.5. Enterprises for the production, bottling, and 
packaging of hard liquor, liqueurs, wines, and 
tobacco products. 


2.6. Wholesale trade enterprises engaged in the 
delivery of goods for federal and state needs and 
those serving regions of the Far North and equiv- 
alent locations, including special worker settle- 
ments, and the population of restricted adminis- 
trative-territorial entities. 


2.7. Special construction organizations working on 
projects to safeguard state security (with the 
exception of those listed in Section 2.1 of the 
Program). 


2.8. Installations and enterprises built and remodeled 
with funds from the state budget and used in 
accordance with special federal programs for 
radiation cleanup operations in evacuation 
zones, voluntary evacuation zones, and residen- 
tial communities with the special socioeconomic 
status granted by existing laws to territories 
polluted by radionuclides, or securing the fulfill- 
ment of these programs in these areas, and 
working on an interregional basis or representing 
the only such enterprise in the zone. 


2.9. Installations and enterprises of nuclear machine- 
building. 
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2.10 The bases of the Russian Federation Committee 
on State Reserves and other facilities intended 
for the storage and maintenance of the physical 
property of state reserves. 


2.11. Construction projects financed by the federal 


budget. 


Printing enterprises engaged in the decentral- 
ized circulation of national periodicals. 


2.12. 


2.13. The facilities and enterprises of federal rail, air, 
and maritime transport (with the exception of 
those listed in sections 2.1, 2.3, and 2.4 of the 
Program). 


Facilities and enterprises for the development 
and testing of systems and elements of any type 
of weapons which cannot be used for any other 
purpose (with the exception of those listed in 
Section 2.1 of the Program). 


2.14. 


2.15. Enterprises specializing in the production of 


baby food. 


3. Before the passage of the federal law “On the Approval 
of the State Program for the Privatization of State and 
Municipal Enterprises in the Russian Federation after 1 
July 1994,” the privatization of particularly large enter- 
prises with fixed capital with a book value of more than 
200 billion rubles on 1 January 1994 or more than 50,000 
employees will be conducted according to special plans 
approved by the President of the Russian Federation on 
the basis of coordinated proposals of the Government of 
the Russian Federation and the state governing bodies of 
the appropriate Russian Federation members. 


Collegium Reviews Railway Financial Situation 
944E 1081A Moscow GUDOK in Russian 22 Jul 94 p 2 


[Article by N. Bastrykin, GUDOK correspondent: “Take 
the Promissory Note for Payment: On the Agenda of the 
MPS Expanded Collegium”’] 


[Text] The financial situation of the railroads remains 
difficult. The main reasons for the negative influence 
exerted on the transport economy are the debts of the 
consignors and the continuing slump in transport vol- 
umes. In particular, in the first quarter, the debt on the 
North Caucasus Railroad rose by 31 percent (as com- 
pared with last year). In May it was 90 billion rubles [R]. 


In order to reduce the debtor indebtedness at the road’s 
financial service, a work group was set up to carry out 
mutual offsetting of the clients’ debts. This group is 
implementing mutual offsets within the North Caucasus 
region and within the boundaries of Russia. Mutual 
offsets between the road and the clients are mainly 
trilateral. Barter is used to reduce the debtor indebted- 
ness, aS are measures to implement pre-payment by the 
clients. 





This report contains information which is or may be copyrighted in a number of countries. Therefore, copying and/or 
further dissemination of the report is expressly prohibited without obtaining the permission of the copyright owner(s). 














26 RUSSIA 


To a certain extent, there has been success in bettering 
the situation. In May-June, the road’s mutual offsetting 
with the enterprises and organizations using the services 
of the North Caucasus was over R70 billion. One of the 
measures to reduce the debtor indebtedness was its 
compulsory recovery through the state tax inspectorate, 
and these funds are sent to clear off the payments to the 
government. Beginning in March, the mobilization of 
these funds constituted R2-3 billion monthly. The road 
did not stop at this, however. 


In order to achieve higher results, the road’s economic 
service, guided by V. Germanov, its chief, worked out a 
system for a promissory note form of settlement, 
approved by the road’s directors. A statute was passed on 
passing the promissory note on the road and in Metra- 
kombank (this is the internal inter-regional bank on the 
North Caucasus), compiled on the basis of the Russian 
government statute, in accordance with an edict of 
president B. Yeltsin. 


A promissory note—a security—is a financial bond on a 
long-term basis, confirming the depositing or granting of 
financial resources for a specific period of time. In the 
years of NEP [New Economic Policy], commercial credit 
and the promissory note were widely used. The statute 
on promissory notes, passed in 1922, was in effect. The 
liquidation of NEP brought about the credit-financial 
reform of the beginning of the 1930's. This reform 
strengthened the position of the state budget in regu- 
lating monetary circulation, but consigned commercial 
credit to oblivion. Since January 1991, all state enter- 
prises have been permitted commercial credit. The 
promissory note may be used to formalize these transac- 
tions in economic turnover (Art. 27 of the Law on 
Enterprise in the USSR). 


The North Caucasus Railroad is already using the prom- 
issory note as a payment medium in two directions: 
when formalizing documents for freight transport and 
when reformalizing a client’s overdue debts. 


These securities have begun to work. For example, at the 
Rostov Division of the North Caucasus Railroad (and 
this is essentially the entire Rostov Oblast), 18 promis- 
sory notes worth R689 million were formalized for 
payment with debtor enterprises and banks. In partic- 
ular, an agreement has been reached which would pro- 
vide payment by promissory note to the Likhov Division 
of the Belokalitvenskiy Petroleum Base. 


There is no use thinking that everything is coming easily 
and simply, even though the road directors are taking 
energetic measures to introduce promissory note pay- 
ment in order to reduce debtor indebtedness. All the 
road’s divisions have held conferences to which the 
clients were invited and the promissory notes were 
signed there. 


The work group attached to the road chief to carry out 
mutual offset of the clients’ debts explains the reasons 
for the insolvency of the debtor enterprises. Then, on the 
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basis of Article 6 of the law on insolvency, the road 
administration has the right to demand that they clear 
off the debt in a week's time, and if no positive decision 
is made, to bring suit on recognition of the insolvency of 
this enterprise to the arbitration court. 


This, of course, is an extreme measure, and the road 
gives one more chance to the “heavy” debtors. Figura- 
tively speaking, it seemingly gives a green light, permit- 
ting the promissory note to be passed. So far, however, 
this opportunity has not been much utilized, and this is 
why. 


It will be appropriate here to recall the edict of the 
president of the Russian Federation on improving set- 
tlements in the economy and on increasing the respon- 
sibility for their being promptly carried out, which was 
signed as far back as 19 October of last year. In partic- 
ular, it instructs the Central Bank, the Council of Min- 
isters and the Russian Federation Government to deter- 
mine, by joint decision, within a week after the edict goes 
into force, the procedure for reformalizing the debt of 
the enterprises and organizations by simple financial 
promissory notes. The document, as is said, is at hand. 


The Central Bank of Russia however, has so far not 
recognized the promissory note as a security, which is 
because of the difficulties arising in passing it on the 
North Caucasus Railroad. Something else frightens the 
debtors—in case of a refusal to pay by promissory note 
they, according to the statute on passage of a simple 
promissory note on the road and at Metrakombank, may 
be brought to court, since the promissory note holder 
who has not received payment for his securities, has the 
right to collect the money owed him by legal procedure. 


Be that as it may, the North Caucasus Railroad is trying 
to overcome all the difficulties of introducing payment 
by promissory notes and is hoping for success in this 
matter, which will reduce debtor indebtedness to 
nothing. 


Railway Tank Car Cleaning Facility Planned 
944E1081B Moscow GUDOK in Russian 22 Jul 94 p 2 


[Article by V. Grechanin, GUDOK correspondent: “The 
Tank Cars Are Clean and Nature Does Not Suffer”) 


[Text] The other day the Kuybyshev Railroad and the 
Italian Ansaldo firm signed a contract on construction, in 
the Novokuybyshevsk region, of a washing- 
steam-cleaning station, which would clean 500 tank cars a 
day. If things proceed normally, and there are all the 
prerequisites for this, the station will begin operation in a 
little over two years. 


First though, a few facts. Very likely, no other country 
transports as many petroleum products by rail as does 
Russia. On the Kuybyshev Railroad alone, they fill 
several tens of millions of tonnes a year—almost half the 
freight transport. The vast distances, economic disorder, 
multiplicity of consignees and their unobliging nature, 
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and finally, the severe climate—all give rise to many 
difficulties. In particular, the late and not always high- 
quality unloading of the tank cars and the delays in 
returning the empty cars result in a frequent shortage at 
the filling stations. For these reasons, it is impossible to 
maintain the specialization of tank cars for a specific 
type of petroleum product: one trip the tank carries 
gasoline, after that, mazut or diesel fuel, etc. A large 
number of empty cars must therefore be washed, steam- 
cleaned and “clarified.” 


With an apportionment like this, it would appear that 
God himself has led the domestic specialists to be 
legislators in working out advanced technology for 
cleaning tank cars. But alas! For long years this problem 
has remained at the level of talk—the necessary forces 
and resources were not allotted. Most of the steam- 
cleaning stations today are therefore quite primitive, and 
from the ecological standpoint, can not stand up to 
criticism. There is no exclusive technology, and the 
products of the cleaning are thrown into gullies or 
self-made pits, poisoning the air, the water and the soil. 
Several years ago these pits were “discharged”’ by fire, 
and they burned for days, blanketing the surrounding 
area with heavy fumes. Now they sometimes collect the 
wastes into tanks. Essentially, though, nothing is 
changing. It is not surprising that this situation with 
handling petroleum products, particularly in the last few 
years, has proved to be the subject of sharp criticism on 
the part of various ecological movements. 


It proved possible to solve this problem on a modern 
technical level and to combine nature-conservation and 
production interests in our times only with the aid of 
foreign partners. Three years ago the road’s workers went 
to a number of Western firms, in particular the Finnish 
Haaka and the Italian Ansaldo. The plans proposed 
looked quite tempting. Nevertheless, at the road’s 
request, the Moscow enterprise Vneshnestroyimport 
made a painstaking expert economic evaluation, and the 
Samara Oblast Committee for Nature Conservation 
made an ecological one. The preference went to the 
Italian plan. It was $5 million cheaper than the Finnish 
plan (later on, Ansaldo “knocked off” as much again for 
the Russians). The Finnish variant is also unsuitable 
because it proposes burning the gases, whereas Novokuy- 
byshevsk already has enough smoke stacks, without 
adding another one. 


What will the new steam-cleaning station be like? It is a 
covered shop on five tracks—for ten cars each. Hot 
water, steam under several tens of atmospheric pressure 
and compressed air are fed to the tank cars along special 
systems. They are fed from the tank car for further 
cleaning and recycling of the gas, petroleum products 
and water. Tank cars without lower draining devices are 
processed by a vacuum system. All the technological 
processes are carried out in a closed cycle, doing no harm 
to the environment. 


The station’s basic shops are an exterior-washing shop 
for 100 tank cars and a so-called shotblaster, which is 
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able to bring the tanks to a metallic sheen, which 
increases the quality and reliability of their subsequent 
painting. Finally, provision is made for daily processing 
of 15 chemnicalized tank cars. This will make it possible 
for Kuybyshev to solve one of the most difficult prob- 
lems, which is now regularly taking many tens of scarce 
empty units out of circulation. 


Along with A. Levchenko, chief of the Kuybyshev Rail- 
road, V. Mexhcheryakov, general director of the 
Novokuybyshevsk Petroleum Refinery, signed the con- 
tract on the Russian side. A considerable portion of the 
duties will naturally fall to this enterprise. The transac- 
tion was concluded with the support of the Samara 
Oblast Administration and the municipal council of the 
City of Novokuybyshevsk. The road is to ensure track 
development, construct approaches to the steam- 
cleaning station, access roads, etc. In the PPS [wa: hing- 
steam-cleaning station] construction period, our side will 
conduct business with the Ansaldo firm with the medi- 
ation of Vneshnestroyimport, in conjunction with the 
Russian-Finnish enterprise Ekza. Yu. Feklistov, its 
director, incidentally, the former chief of the road’s 
railcar service, evaluates the import of the contract 
concluded in this way: 


“Five hundred units of empty cars, which will be given 
high-quality processing every day, without any damage 
to the environment, will make it possible to increase 
petroleum transport and its smooth flow. In addition, 
the new PPS, without a doubt, will help to raise the 
standards of plant repair of tank cars at our car depots. 
After all, the tank will arrive at the shop, not filled up to 
the gunwales with mazut, as often happens now, but 
clean. The quality of the repair will be different here. 
This means that the enterprise on which we are to spend 
$52 million will be able to pay for itself quickly.” 


ad Zyuganov on Communist Party’s Current 
0 


944E1127A Moscow PRAVDA in Russian 10 Aug 94 p 4 


[Interview with Gennadiy Zyuganov, leader of the CPRF 
[Communist Party of the Russian Federation], con- 
ducted by Yuriy Dyukarev, parliament observer for 
LIPETSKAYA GAZETA: “I Do Not Want Them to 
View Russia as a Conquered Country”’} 


[Text] He likes to remember: In his village of Mytrino he 
had a rooster which crowed in three oblasts—Orlov, 
Bryansk and Kaluga. Oh, we are the ones! This was the 
interfluve of the Oka and the Volga Rivers, where the 
Russian people originated from. And that means Gen- 
nadiy Andreyevich Zyuganov himself is a native Russian 
of the purest assay, like spring water. Who if not he, a 
village son from a family of three generations of teachers, 
should be concerned for Russia the great power, for the 
sacred things which have been defamed, for the Russian 
people? 

You can think about it for awhile, but you will not come to 
understand right away: In the style of Bunin, is he treating 
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archival history as his own life? Is he overly self- 
confident? Or is he acting the “rooster”? That, or some- 
thing like that, is what some of us probably thought, 
looking at our television sets, watching as 2 years ago this 
rather heavy-set man ascended to the podium of the 
Constitutional Court in the “CPSU case” and began to 
defend and exonerate this very same CPSU. He received 
carte-blanche to once again “open” the communist party. 
Which he did in record Soviet time, bringing its member- 
ship numbers to half a million people. 


One can love or hate Zyuganov, who recently turned 50. 
One can laud him to the skies or make a laughing stock of 
him, declare him to be “red-brown,” or keep quiet about 
him. But one thing you must admit: through his persis- 
tence and human strength he achieved what he wanted— 
“Communists are returning to fashion.” That means he 
too, the head communist of Russia, is also “in fashion.” 


[Correspondent] You are probably the only politician of 
the beaten and not quite beaten leaders of the CPSU who 
have been reborn from ashes in the new era, grabbing up 
the standard from your predecessors, getting to your feet 
and reaching ever higher. How did this happen? Why? 


{[Zyuganov] I would not say that I am the only one. 
Throughout the country there are many who remain 
devoted to the ideals of people’s fraternity and social 
justice. And with each passing day, this army is growing. 


It is another matter that many have been fooled. For me 
it still remains a puzzlement how, in a country which 
gave birth to Sergey Radonezhskiy, Suvorov and Kutu- 
zov, Zhukov and Korolev, it happened that the supreme 
officials, including party rulers, betrayed everything in 
the world and are themselves bearing the heavy payment 
for this now? 


Although, you know, I am one of the few who have long 
been acquainted with current technologies of destroying 
states, disintegrating society, breaking ties of times and 
generations, social strata and classes, and dragging them 
one over another. We still have to study how and thanks 
to whom this number came to pass with us. Personally, I 
chose the cross which I bear most consciously, and 
believe that the path which I am travelling has, as before, 
a great future. 


[Correspondent] Future or past? After all, it seems we 
have travelled this path before? Why do you again hold 
such an unswerving conviction? 


[Zyuganov] Not “again,” but still. If mankind does not 
realize that justice, humanity, culture, and security are 
the highest values, regardless of your political affiliation, 
then we are doomed. In principle. Have you not noticed 
that within the system of “man-society-nature” the dis- 
crepancies are already so great that they can be seen with 
the naked eye? Nature is taking its revenge on us. And 
the farther we go, the more it does so. 


[Correspondent] Politicians are also its children. And the 
anomalies of nature immunize the anomalies in their 
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decision making, in the clash of actions and ideas. You, 
evidently, were referring to this when you announced for 
all to hear: “This year October will come earlier than on 
the calendar”? 


[Zyuganov] I think so even now. One gets the feeling that 
the year will be a 5 car of great events. This is becoming 
more obvious with each passing day. 


The ruling regime has several variants. There was the 
variant to have a government which would allow it to 
leave in a respectable manner and be in relative safety. 
There is also another variant—‘‘changing the horses 
during the march”: To continue the reorganization in its 
surroundings and government, shifting responsibility. 
And the third variant is a Bonapartist dictatorship. I get 
the feeling that it is specifically this last variant which 
has been selected. 


It is true, others have also been discussed, ivtally absurd 
ones. For instance, the introduction of a regency, in 
essence a monarchist throne. This variant, | might add, 
is not being withdrawn. These “princes” and “little 
princes,” imagined descendants of the Romanov family, 
who have not a drop of monarch Romanov blood, ride 
around Russia. They are greeted at the highest level and 
“groomed.” And do you think it is all for nothing? They 
are simply preparing public opinion for one of the 
“moves.” 


[Correspondent] You say, “Bonapartist dictatorship.” 
Where and in what have you seen it? 


[Zyuganov] Why, can you not see how quickly the regime 
is establishing ties with the power structures and the 
capacity through them, by means of them and only by 
this means, to secure itself in control? The motive is the 
“most decent”: The control of the criminal situation in 
the country which they themselves have created. 
Through their policies. Through non-payment of wages. 
However, once introduced, the regime of combatting 
crime will make it possible to deal with any of its 
opponents, anyone, however innocent, who is not like- 
minded, and especially—with its political riva's. 


I have looked closely at this famous edict. On a number 
of positions it is copied from the instructions of the 
NKVD [secret police], which were adopted after the 
murder of Kirov in 34. You know what happened next. 
Although this document also has an entire series of 
necessary statutes, necessary to tear out the social roots 
of crime. 


[Correspondent] Have I understood you to say that you 
do not exclude repressions? 


[Zyuganov] I do not exclude them. And I would like to 
appeal through the newspaper to the military people, to 
the specialists, to those who are planning and thinking, 
and who will ultimately answer. In order to introduce a 
dictatorship, it is necessary to have a number of elements 
which are entirely unquestioned. 
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First—the support of two-thirds of the population. Yet 
the breakdown is quite the opposite. 85-90 percent of the 
population view what is going on with hatred, including 
those who have become quite wealthy. They—and this is 
the second thing—see: Their capital cannot work, there 
is no personal security. They have a liver just like you 
and me: You cannot drink and eat everything in the 
world. You cannot wear all the clothes. You cannot ride 
in all the automobiles and live in all the houses. There is 
a prudent minimum, but there is also a maximum. The 
rest is decay. He would go on living, but what kind of a 
life is this when, by the number of metal doors and 
barred windows per capita of the population, by the 
criminal lawlessness and threat of it, it has changed 
places with jail and the detention zone? 


And the last thing: There is the peculiarity of the Russian 
man. I recently met with very wealthy people. They have 
everything. Yet already, it turns out, they cannot do 
without the Union, without friends, without the oppor- 
tunity to travel peacefully around the country, to engage 
in business and to rest. And they see: This ready cash is 
destroying everyone and everything. There is no happi- 
ness in their eyes. Even one capital mafia leader, who is 
surrounded by an entire regiment of bodyguards, 
recently said: We must do something. We cannot live 
with such crime. 


In other words, the present-day policy has no social base, 
no support, nor can it have. There are a few elite military 
units, which they feed and bribe. But even they feel ill at 
ease. Immediately after Black October of °93, I myself 
saw how Moscow residents asked people in uniform to 
leave buses, trolleys and metros. No one walked around 
the capital in uniform. 


[Correspondent] Speaking of which, it would be inter- 
esting to know, how did you yourself survive those days? 
Were you frightened and alarmed? How did this affect 
your family? 


[Zyuganov] Alarmed—that is not the word. Well, the 
family does not understand why and for what. We were 
all born in the Orlov region, on the land which war has 
plowed up and covered with ashes. The fascists threw us 
out of our homes. Under fear of the rifle they trampled 
and burned everything, and killed almost all the muzhiks 
[peasant men]. Violence and reprisals by the bloody 
prominence permeated the genetic memory, and 
remained there forever. But, as they say, there is nothing 
bad that some good does not come of it. A person who 
has experienced suffering, insult and hardship is more 
charitable, but also more sensitive to injustice. 


I will say this: In October it was very difficult and trying 
for us. There were moments on which I do not want to 
expound, especially in the press. We had to take defen- 
sive measures of the most varied type. The The psychosis 
of the authorities was terrible, and reprisals could have 
come at any moment. Patriotically inclined people 
warned about this possibility for me—me and my 
family. They said directly: You will get into the zone of 


RUSSIA 29 


sniper fire—you will be killed. Yet everyone knows: 
Since the times of Caine, no one has ever been able to 
frighten anyone with harshness, or to correct them. 


[Correspondent] In that case, dictatorship too— 
“proletarian” or “democratic” —is also without promise, 
is that not so? 


[Zyganov] In Russia today there is not a single element 
known to science which is required for a stable dictator- 
ship. The desire—if you please. The opportunity—no. 
They can try in Moscow... And the authorities would like 
to, but popular Russia is resisting, and the vector of this 
resistance is following a qualitatively new path. 


In essence, the representatives of the left-centrist coali- 
tion were victorious in the last elections to the represen- 
tative organs of power. This was the coalition which 
united the communists, agrarians, socialists, the indus- 
trial-production unions, women, veterans, and nation- 
ally oriented entrepreneurs. Efforts to put down, to 
destroy such representation and people’s power, to 
impose a purely bureaucratic and criminalized structure 
are coming from the top. And from the bottom, from the 
depths, Russia is pushing out to the surface people who 
are deserving, intelligent, consciencious and competent. 


Almost everywhere, the so-called democrats have been 
locally rejected, and they remain only in the criminal 
centers such as Moscow, St. Petersburg, and certain 
others. They are as if in isolation. Like a cancer, which 
has been localized and which cannot metastasize 
throughout the entire body of Russia. Therein, if you 
will, lies its astral, mystical meaning. It is as if it has been 
occupied: The main street of Moscow is covered with 
foreign signboards. You cannot hear the native speech 
from the television screen. Russian cinema has been 
driven out, and even in the heartland American baseball 
caps are in style. Yet nature, the Russian spirit, makes 
itself known. 


[Correspondent] Are you judging about this from 
Moscow? 


[Zyuganov] This is a comprehensive analysis. I also 
actively work in Moscow and am constantly checking my 
views through local meetings. For a long time, serious 
politicians have not been making sociological studies 
only in the large cities such as the capital—it is too easy 
to be deceived. 


I have just travelled the entire Volga, part of Siberia, and 
the North European part of Russia. The people have 
awakened, and are beginning to understand: They were 
fooled and cast to the whims of fate. In general, Russia 
today, as never before, is like that same bear with which 
it is so eagerly compared abroad. But it is not alone. On 
its mane, wounded, angered, hanging onto its neck, is the 
“democratic” mafia. It senses that it will be thrown off at 
any moment, and cannot decide what is better: To find a 
way to pacify the bear (and this is impossible to do), or to 
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jump off before it is too late, so as not to break its head 
and legs? The situation is extremely dangerous. 


{Correspondent} And what would you suggest the “bear” 
do? 


[Zyuganov] We need a smart, competent tactic. We must 
avoid a direct, all-shattering collision, so that this uni- 
versal consciousness can grow more broadly into truth, 
into right. So that we can localize the criminal-traitorous 
environment which is not yet ultimately catastrophic. 


I am sure that this is possible. The movement, “Accord 
in the Name of Russia,” the interactions of different 
strata in society, the ever-growing infusion into it of 
people who have awakened from the informational and 
psychological trance, instills real hope that we can avoid 
new internecine strife. Especially a civil war, at the 
expense of just such an ideological enlightenment. After 
all, even those who thirsted to kill the Russian “bear”’ in 
its own den have become frightened, seeing how far these 
processes go in our country. 


Brezinski, one of the enlightened minds and strategists of 
the USA, already states openly (and we may believe him, 
usually the predicted events follow his statements) that, 
in relations with Russia, it should be viewed as a 
conquered country. And there is some cruel truth in this. 
In World War II, they did not invite us to celebrate either 
in France or on Berlin, from which our Union troops are 
today being withdrawn. 


[Correspondent] It is interesting, what role do you 
ascribe to the communist party in the tactics and pro- 
cesses about which you speak? 


[Zyuganov] I would like very much for the communist 
party to really become transformed, to become the 
expressor of deep-seated popular aspirations. I believed 
before, and still believe, that mankind has not thought of 
any higher values than justice, humanism and spiritu- 
ality, and never will devise any higher values than these. 
If it gives itself up as a victim of unbridled consumption, 
egoism and violence—that will be the end. 


[Correspondent] And that is exactly what it is giving 
itself over to. The so-called simple man of the people, for 
whose aspirations you are fighting, is pilfering the 
country no less than these big-wigs which you are 
fighting against. Through outright thievery, through the 
purchase and resale of goods which they did not make, 
through work for these same big-wigs—well, on a scale 
proportional in size, of course. 


[Zyuganov] I both agree and disagree with you. I agree 
because what you say is really happening. But I disagree 
because the people did not make such a choice on their 
own. They were placed into conditions when it was 
“either-or,” and for most of them it goes against their 
grain. Their sense of self-preservation, common sense 
and dignity oppose it. They cannot survive this way. And 
this is not only our problem. It is universal. 
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I studied the materials of the international conference in 
Rio de Janeiro, which was held 2 years ago. Prominent 
state leaders, politicians and scientists gathered there for 
discussions. The journalists alone numbered 6,000 people. 
A Declaration on Fairness of Inter-State Relations was 
adopted. 


There are many intelligent people on the planet who 
understand that the Western type of civilization has 
totally exhausted itself. It cannot be repeated. Neither in 
Russia, nor in China, nor in India. If the power con- 
sumption in these three countries is compared with the 
power consumption in the USA, then the resources 
which have currently been explored will last for only 70 
years. In short, it is a total dead end. And if, for example, 
we cut off the energy supplies from the Near East to the 
civilized “seven,” it will become uncivilized in half a 
year. And they know that there. They understand that if 
they reorganize with such a high level of consumption, it 
would take 20-25 years. In other words, and entire 
generation. But it is possible to ease this situation by 
pilfering Russia, by destroying its state framework, by 
tearing apart its ties with the aid of various splits— 
territorial, national, cultural, age-related, inter-personal. 
Which is exactly what they did. Very clever. Even a 
driver of the same skill level on the same machine gets 
70,000 in one place nd 700,000 in another. Unthink- 
able? But it is a reali: y. 


By means such as these they have robbed us, recently in 
the sum of $100 billion, reducing their own inflation and 
decline in production while sharing only pennies with us. 
Yet even here the reserves are not endless. Mankind will 
have to come to an agreement on how to survive. The 
UN has created a World Council comprised of 20 
members which, I might add, along with other world 
authorities, also includes one of the leaders of our 
party—Academician Valentin Koptyug. 


[Correspondent] And how does the party itself transform 
this global conception? 


[Zyuganov] We want to re-orient the philosophy and the 
ideology, retaining its basic values—justice and human 
brotherhood—toward stable development, supple- 
menting it with the idea of Russian statehood and 
patriotism, which I believe to be immortal. Already 
today it is functioning as a party, and not simply as a 
hierarchical administrative structure. It has a bright 
future. I must quote Shumayko and Gaydar, who 
recently admitted: If there is a party today, then it is 
Zyuganov's. 


[Correspondent] Well, and what does its appearance and 
structure look like? 


[Zyuganov] The party has the entire “vertical”—from 
Moscow to the remote populated areas. We might say 
that the elective cadre corps has been rejuvenated by 10 
years. Generally, these are people ranging in age from 40 
to 55. Up to one-third of the party membership is 
comprised of women. Today we are issuing commun ‘sts 








This report contains information which is or may be copyrighted in a number of countries. Therefore, copying and/or 
further dissemination of the report is expressly prohibited without obtaining the permission of the copyright owner(s). 




















FBIS-USR-94-089 
16 August 1994 


extensions on their party cards for the next 2 years, 
performing a verification and taking a count. 


Here are the preliminary data: The party has over 20,000 
primary organizations, and a membership of 550,000 
persons. Wherever you go—everywhere there is in 
essence a single party system in the local areas. There are 
no other parties. The very fact that I meet everywhere 
with the foremost leaders at their request testifies to the 
turn which has taken place. Especially since most of 
them are yesterday’s ‘“‘democrats” and have been 
appointed by the current authorities. But in the party 
itself there are also many orthodox members. Many of 
those who remained at the end of the last age and never 
came over to the present one. 


[Correspondent] Which basic principles of Marx, Engels 
and Lenin is the party rejecting, and which ones will it 
never reject? 


[Zyuganov] The first thing which we are rejecting under 
current conditions is the revolutionary method of 
solving problems. The situation in the country, the 
technological conditions, the abundance of especially 
hazardous types of production and explosive substances, 
do not allow any of the parties to affirm their supremacy 
by such methods. This would be an adventure which 
would end in tragedy. 


Even the ruling regime, having used tanks in the center 
of Moscow, proved that from the moral standpoint this 
is amoral, and from the political—absolutely ineffective. 


We believe—and this is the second thing—that 
supremacy solely of state ownership has led to stagnation 
and economic paralysis, and is not acceptable in its 
previous form. Recognizing the authority and primacy of 
it together with the collective form of ownership, we 
nevertheless believe that a multi-structured economy is a 
reality, and we proceed from that fact. 


Finally, the third thing: The CPSU was in essence not a 
party, but a state-forming administrative structure, and 
resembled a party only in the labor collectives. However, 
it was gobbled up by the monopoly on power. And on 
truth. In this case, we recognize the need for a pluralistic 
political system and will prove our priorities by means of 
intellectual-organizational activity. 


We may say more, but these are the three basic principles 
which distinguish the CPRF [Communist Party of the 
Russian Federation] from its predecessors. Plus popular 
state patriotism and our attitude toward the powers that 
be. Who is not casting off their political clothing today to 
change into that of the patriot! Even those who just 
yesterday drove around the country and said: “Take as 
much sovereignty as you can swallow.” 


[Correspondent] And are you yourself changing? What 
conclusions have you drawn from the experience of your 
politician-contemporaries—from Gorbachev to Anpilov, 
from Yeltsin to Zhirinovskiy? 
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[Zyuganov] That is a good question. However, | am 
bitterly forced to say: Russia has entered a period of 
active unrest. In the real sense of the word. God help us 
to get through it. All the systems of administration have 
been destroyed. Even at the very top. Those who write 
edicts have already understood: No one is implementing 
them. The huge ship of state with the terrible holes in its 
deck is adrift in a raging publicistic sea, and may be 
thrown onto the reefs at any moment. 


[Correspondent] What, in your opinion, is keeping it 
afloat at the present time? 


{[Zyuganov] It would be more correct to say, who. The 
thin line of people at the helm, who are doing this with 
their last ounce of strength. Fortunately. It is strongest in 
the provinces, which are what is holding up the country. 
The unrest is manifesting itself also in the colossal 
exodus of competent, honest and professionally strong 
managers, specialists and scientists from all spheres, 
including the nuclear, chemical and others, the most 
pivotal and basic ones. 


The bureaucratic apparatus has grown several times 
over, like a swarm of flies around a dump. It is sucking 
the juices from the country, sensing total lack of control. 
And on the captain’s bridge is a constant crowd: Nothing 
but those who aspire to be president. By herd size of the 
latter, we have already surpassed the whole world. Now 
if only we could do it in terms of their common sense. 


[Correspondent] And are you also in this queue? 


[Zyuganov] No. Although, when they asked me this 
question on television in the USA, I said: I do not like to 
stand in long lines. If it gets down to two or three people, 
then we will see. 


I have been many things over the course of my political 
life. Gorbachev called me an enemy of perestroyka. His 
closest page called me a conservative and retrograde. 
Their successors called me first a national-bolshevik, 
then a national-communist, then a dogmatist, and then a 
social-democrat. If I reacted to all these names, I would 
never have time to work. 


I have just published two books—“Drama of Power,” 
and “The Great Power.” Any unprejudiced person may 
read them and see the true, and not imagined, genesis of 
development of my philosophy, my attitude toward 
reality at various stages, my ideological and political 
credo. 


As for “The Great Power,” soon there will also be a 
supplement, a revised edition, in which I essentially 
conclude the formulation of my views not only of the 
party position. Perhaps even not so much. Rather—the 
all-state, generally accepted position. Because whoever is 
on the political Olympus, to whatever party he may 
belong, the more so since he is at the feeding trough of 
the great power, he cannot, does not have the right, to 
forget the series of values without which there is neither 
a people nor a country. 
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Otherwise it will be this way with us forever: One comes 
and hands out, another comes and takes away, a third 
comes and divides up... 


Just go into the MFA [Ministry of Foreign Affairs] 
where, it would seem, Kozyrev is the undisputed leader. 
His five deputies have entirely different approaches to 
the same question. You hear “pluralism, pluralism,” but 
there have to be some basic, load-bearing structures 
which unify the people in a single department, and 
moreover—in the same state! 


[Correspondent] And how is it in the West? 


[Zyuganov] When I studied the program principles of the 
two major parties in the USA, which are continually 
replacing each other in power, I was amazed. They do 
not have a single conceptual distinction. Only—in the 
technology of attaining their goal. They are different 
psycho-types, different characters. Some are a bit more 
solid, more substantial, while others are a bit lighter, a 
bit more free-wheeling. But the key specifics are the 
same. And we have them too. Russian great power. 
Statehood. 


[Correspondent] Yes, but even among the proponents of 
great power there are also differences of opinion. Your 
former fellow champion, Eduard Limonov, threw a few 
“‘limonki”’ [‘‘Limonovisms’’] at the opposition— 
scandalous publications in the newspapers where, specif- 
ically, he also rails you. What do you have to say to this? 


[Zyuganov] It is not a matter of the “limonki.” Frankly, 
I was jarred even as I was reading his book, “‘It is I, 
Edichka,”’ where the artistic style of shouting obscenities 
is elevated to the rank of a virtue. I dismissed this as a 
vestige of youth and a hard life. After all, you must agree, 
he is a capable writer. 


But then I read his latest things and become convinced: 
Before us is that same “Edichka,”’ only now—in politics. 
Gnashing his teeth, he is ready to bite all his former 
‘riends and fellow champions, from Prokhanov and 
Chikin to Zyuganov. And the reason for this is a trivial 
one. He wanted to get into the State Duma. This was 
quite unexpected for many of us. But what a question? 
He ran in Tverskoy District. Therehere were 8 other 
candidates running there beside himself, including also 
from the communist party—Tatyana Aleksandrovna 
Astrakhankina. She was a young journalist—smart, 
charming, a person of natural talent. The locals told me 
right away: She holds the authority—undoubtedly. The 
greatest chance. Yet Limonov suddenly asks that all 
candidacies be withdrawn in favor of his. Well, how did 
it turn out when all was said and done? They were not 
put up against each other, but in the first round of voting 
she beat out all 8 men, including Limonov and the head 
of administration, and now works in the Duma. 


This is what Limonov has elevated to the rank of politics 
and what gives him heartburn, which even the most 
desperate “democrats” did not allow themselves. I do 
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not like to say this. I usually do not get involved in 
personal squabbles. Yet it is not true. It is also not true 
that, as Limonov maintains, I have some kind of dacha 
{summer house] on Nikolina Hill... I have never had a 
dacha there among the capital big-wigs, and I never 
could have—who would allow me there? And I do not 
have one now. I had a land plot 150 kilometers from 
Moscow, but I have not been there even once in 3 years 
because I was so busy, and with this I place a period. 
Everything in these publications is lies. 


[Correspondent] But in general, Gennadiy Andreyevich, 
you are a man of compromise? 


[Zyuganov] I am a man who in politics is rather firm and 
definite. But under conditions of the current lawlessness, 
] am ready to unite with anyone who defends three 
values: The territorial integrity of the Russian Federa- 
tion, peace in it, and prosperity in every house. To 
everything else—views, approaches, viewpoints of my 
opponents—lI am ready to close my eyes, as long as they 
agree on this, on the main thing. 


Being the leader of the people’s-patriotic forces, which 
included lefists, centrists and right-wingers, writers, art- 
ists and other talents, I learned to speak their language. I 
am ready for compromise. But—for constructive com- 
promise. 


[Correspondent] And how far can you go in it? Let us 
say, finding agreement with Rutskoy, will you not find it 
later also with Yeltsin, if the latter also changes his 
terminological and political skin? 


[Zyuganov] Here it is a bit more complicated than you 
think. For example, of what do our contradictions with 
certain leaders of the patriotic flank consist? They, 
having made an attempt to overthrow the regime with a 
rush and not having accomplished this task, are begin- 
ning to sort things out amongst themselves. Which of 
them is more patriotic? More socialistic? More commu- 
nistic? Who holds the laurels of the greatest sufferer for 
the ideal? 


I am not a proponent of such approaches. I consistently 
implement the line which you may trace—from the letter 
“Architect at the Crossroads,” “Letter to the People,” to 
the entirely precise position of August 91, October ’93 
and to the present day. It is synonymously stated in print 
and in my oral presentations. To Limonov I will say: No 
one writes a single one of my speeches for me. And 
another thing—I use reliable analytical data and inter- 
esting materials. Any politician must do this. Otherwise 
his activity amounts to idle gossip, speculative schemes, 
and empty chimera. 


And so, about compromises. There are figures about 
which I am ambivalent. That very same Rutskoy or 
Khasbulatov. They have done much to destroy the 
CPSU. And they should not have done this. It was, after 
all, essentially a state-forming, connecting pivotal point. 
And it was necessary, little by little, to change the liberal 
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Brezhnev party state into a full-fledged Soviet one. And 
for this it was necessary to prepare the needed laws; to 
move the functions from one structure to another; to 
ensure reforms; to define priorities, and primarily—the 
agrarian sector, high technology, de-monopolization of 
administration, implementation of prudent conversion 
with retention of our markets in the world and with 
receipt of currency from them, investing it into these 
same productions and manufacturing consumer goods of 
a world level at them. 


Ten to fifteen years was needed to accomplish this. I 
explained this to Gorbachev, but I was not heard. While 
Rutskoy promised me another 10 years for my “Word to 
the People.” Two years later he was speaking more 
harshly than I. But the time had passed. This is the 
dialectics of compromise, in answer to your question. 


I have a respectful attitude toward those who have seen 
the light. All who are ready to join forces for P.ussia are, 
nevertheless, sooner fellow champions, allies, fellow 
travellers and friends. I do not want to push anyone 
away. It seems to me, today he will win who will be able 
to create the potential for coalition on a solid all-national 
platform. 


[Correspondent] And what is the fate of your relations 
with the “old patriotic guard’—Ilya Konstantinov, 
Mikhail Astafyev, and Nikolay Pavlov? 


[Zyuganov] These people and certain others—each of 
them—have their own spectrum in the patriotic move- 
ment. Their efforts are very beneficial. Contacts between 
us are being maintained. But we must realize: Today 
there is a qualitatively new stage—the stage of the 
struggle between structures. Organizations. Technolo- 
gies. Programs. And this stage requires combination of 
forces by those who have the appropriate capital. The 
scientific school. The industrial-production structure. 
The respectable party. Or some economic union. 


This struggle is entering a higher phase—the unification 
of concepts, ideas, programs, structures and technolo- 
gies. And when one of my friends says to me: Look what 
things have come down to—they are cooperating in the 
structures of administration, I say: And what did you 
want? What is the difference if today a half-crazy dem- 
ocrat rules, and tomorrow it will be a half-crazy anarchist 
or a half-crazy communist? None whatsoever. Moreover, 
it will even be worse if tomorrow an unqualified sup- 
porter of ours gets in instead of yesterday’s unqualified, 
but already working, opponent. He knows how to do 
even less. Yet the situation in our country is growing 
worse every day. We need professional intellect, training 
which is a head above. And without schooling and 
training we will get nowhere. 


[Correspondent] In the political sorting-out since August 
91, intellectuals, the intelligentsia are certainly not with 
you. Not all, but most. And that means, if we speak in 
your terms, they are not with the people. In this connec- 
tion, could you say, following Lenin, that the intelligen- 
tsia is not the brains of the nation, but trash? 
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[Zyuganov] I would never say that. And that is not what 
he said, either—it was in a different context and political 
interior, in a different case, in the heat of discussion, in 
a private letter. 


The intelligentsia, especially the creative intelligentsia, 
having an enviable, brilliant gift, often are simply not 
politicians. Today even politicians get confused, so how 
can an artist, an architect, or a musician get to the 
bottom of things? But they are children of the people 
and, together with the people, are awakening from the 
stupor which was hypocritically imposed upon them. I 
was at the congress of writers, where Valentin Rasputin 
spoke brilliantly. A bit earlier I met with the artistic 
intelligentsia. I invited 70 people, and 67 came: Nikolay 
Gubenko, Zhanna Volotova, Felix Chuyev, Vladimir 
Karpov... The flower of science. The meeting went on for 
several hours. And I do not think that they will imme- 
diately sit down and write applications to join the party. 
But many of them have already understood: The hour of 
choice has come. There is a party of betrayal. And there 
is a party of statesmen, a party of comrades. They came 
to us. They see how culture is being exterminated today, 
how clumsily and hypocritically the authorities are 
flirting with them. And believe me—this is only the 
beginning. 

The intelligentsia is the brains of the nation. It is not for 
nothing that our brains are being so feverishly bought up 
overseas. Yet Russia, despite the pilferage of its intellec- 
tual might, still has almost a third of the world’s scientific 
potential. 


[Correspondent] I have occasion to be in different cir- 
cles, and I see how the intelligentsia has split into two 
parts, which I for myself specifially call the “Ivan 
Ivanych’s” and the “Abram Abramych’s.” This is not 
only counterproductive, but terribly dangerous. After all, 
a country torn in two cannot have a future, is that not so? 


[Zyuganov] I would formulate this division in a different 
way—in relation to two sets of values: The collectivist or 
common, and the individualist, or consumer. And so, 
many people, having tasted of the latter, have also 
understood: This is not a great good. “Aprel’’ and others 
are withering before our very eyes. Well, so they quar- 
reled, they discussed, they exposed each other. What 
next? To build on this is impossible. And I see: There is 
a tendency to solve the problems of the country together. 
Even at the congress of writers the harsh, frantic oppo- 
sition disappeared. It is time to initiate constructive 
models which are attractive both for one and for the 
other. Painfully, but nonetheless the curing process is 
going on even in this environment. 


[Correspondent] And what is your attitude toward those 
of your comrades who are not restoring their former 
party membership, cut short in August of "91? Some of 
them have thrown away their party cards. Others have 
left the CPSU “under the gun,” by order of Yeltsin. Still 
others are saving their crusts of bread just in case: What 
if “our people” come to power. Do you have contempt 
for them? 
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[Zyuganov] The CPSU experienced defeat because it 
betrayed primarily the working man. I remember Gor- 
bachev’s meeting in the Kremlin with workers, foremen, 
and shop stewards. 56 people spoke, and 54 of them said 
to him: How can you do this with the economy, with the 
social environment, with the people, and so forth. They 
hammered in nail after nail. I thought: After this, the 
Politburo will meet and talk about how to support the 
workers and the national economy. And—nothing. 
Nothing at all! 


And if this worker said: There is no sense in being in such 
a party, I understand him. I would not accuse all of them 
in a heap. If someone has come to his senses, understood 
that the CPRF is something different, and if he experi- 
ences an attraction, a sympathy, a need to be closer to 
us—welcome. 


[Correspondent] They say you have “illegals” in your 
party, including former members of the CPSU. They 
supposedly give you aid and share your ideals. Is this 
true? 


[Zyuganov] I would not say that these are “illegals.” 
They are sympathizers. This is quite in accordance with 
our charter, which was ratified on lawful principle. There 
are very many people in the country who, due to their 
position, cannot openly swear their allegiance to our 
party, but who sympathize with us and help us. 


[Correspondent] Do they have pseudonyms? 
[Zyuganov] That is their business. 


[Correspondent] And how many faithful are there in the 
party? After all, this is permitted now. 


[Zyuganov] In my opinion, many. This really is not a 
hindrance to entering the party. But why count? This is 
the personal, spiritual life of a person. 


In general, you understand: When a person believes in 
good, justice, truth and beauty—this is the basis of 
morality for any people. 


[Correspondent] And you yourself, if you do not believe 
in God, do you believe in horoscopes or in omens of 
some kind? 


{[Zyuganov] Everything I say about the party and its 
people is applicable also to me. I believe in common 
sense, justice, good, and the expedient and remarkable 
arrangement of the world and nature. I believe, I would 
say, in the human star. 


[Correspondent] What are your relations with Rybkin? 
After all, there are secret rumors that he is supposedly a 
“‘boy-servant sent by you”, and that he fulfills party 
assignments such as those carried out by the “sham” 
elders during the occupation in the years of the Great 
Patriotic War. They also say something else: That sup- 
posedly he was a communist and got “burned out.” 
Where is the truth? 
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[Zyuganov] In my 50 years, | am not surprised by any 
odd convolutions of thought in people. This absolves me 
of the need to confirm or deny your words—why move 
air needlessly? 


We have a working relationship. We hold consultations 
on a regular basis. We do this, as a rule, together with 
Lapshin from the Agrarian Party. Even if you put 
Tyulkin in Rybkin’s place, he would still act the same. 
The only thing which we firmly and principally ask of 
Rybkin is to engage in the lawmaking process and not 
give any evaluations to the parties, movements and 
leaders. This is not the business of the State Duma 
chairman. 


[Correspondent] In your opinion, is Solzhenitsyn, by his 
arrival in Russia, capable of giving it an impetus, a turn? 


[Zyuganov] He is a much-seeing writer. The only thing 
that I would not want is for our opponents to try to 
connect his former anti-communism with his present- 
day patriotism and to exploit it for their own purposes. 


[Correspondent] If we speak in the language of slogans, 
what are the most current ones today? 


[Zyuganov] Unity. Statehood. Patriotism. 


[Correspondent] Do you collect the parodies, caricatures 
and anecdotes about yourself? 


[Zyuganov] I like humor, anecdotes, and slogans. I know 
quite a lot of them. As for materials about myself, I have 
in my desk two notebooks: On the left with publications 
which support me, and on the right—with the opposite 
ones. Depending on their balance, | draw my conclu- 
sion—are we going in the right direction or not. When I 
am criticized and cursed by the extreme leftist orthodox- 
ists and the extreme right-wing crazy men, I become 
convinced in the thought: I am right, after all. 


[Correspondent] Which slogan is your favorite of the 
ones they hang on the wall? 


[Zyuganov] It is not a joking one: “Our convictions are 
left, our cause is right. Victory will be ours.” 


[Correspondent] Which hard beverage do you prefer? 


[Zyuganov] At one time, I was helping someone write the 
charter for the Society to Promote Sobriety. I said: “You 
must necessarily have a candidate’s probationary 
period.” He: ““How so?” I said to him: “No more than 
three times a month, and no more than three shot glasses 
at a sitting, otherwise all is lost.” 


I myself use it in great moderation, and I agree with 
Nikolay Burlyayev, who once said to me in company: 
Patriots today must be sober. If a patriot gets drunk, it is 
not he who will have to save the Homeland, but the 
Homeland which will have to save him. 


[Correspondent] Do you have any friends among your 
political opponents? 
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[Zyuganov] I have retained my friendship with everyone 
with whom I began and weni through life—from school, 
my student years, to the present day. My relationships with 
buddies and friends are not formed based on political 
considerations. The most important thing is that the 
person have a spiritual, moral charge. The only thing I 
have contempt for is betrayal. As a phenomenon. It is in 
my blood. All my forefathers toiled for the Homeland 
unsparingly, although, for example, my parents are not 
party members. 


[Correspondent] And are you a “nightowl” or a “lark”? 


[Zyuganov] Something in between. I go to bed late. But 
always, as long as I can remember, I could work produc- 
tively in the early morning hours, at daybreak, if I had to. 


[Correspondent] You know what they always used to say 
among the people: “Lenin was a leader,” “Stalin was a 
tyrant,” ““Khruschev was a corn grower,” “Brezhnev was 
a stagnant man,” “Gorbachev was a windbag,” and 
“Yeltsin is a tank driver.” And, if you should go down in 
history, whom would you like to be? 


[Zyuganov] A great power leader. Great Power, Home- 
land, Russian spirituality—these are the highest ideals 
that we have. Everything else is transitory. 


Living Standards Center Chief on Stabilization 
Program 
944F1103A Moscow IZVESTIYA in Russian 27 Jul 94 p 9 


[Article by Vyacheslav Bobkov, director of the All- 
Russian Center for the Standard of Living under the RF 
Ministry of Labor: “Money Income Is Growing, But by 
no Means for Everyone”’} 


[Text] Russia’s president signed an edict on the prepa- 
ration of a draft program for the stabilization of the 
standard of living of the Russian Federation population. 
We believe that the program must be developed with due 
regard for all the contradictoriness of what is taking 
place and on the basis of interconditionality of the 
totality of factors forming the Russians’ standard of 
living. 


First it is necessary to choose the indicators that charac- 
terize the standard of living. Income? Current consump- 
tion? Housing? Accumulated property? The level of 
education? Public health? Social security? Ecology? 


Then the reference point must be determined. As com- 
pared with 1989-1990, some evaluations, most likely, 
negative ir terms of the above-mentioned indicators are 
obtained. However, if the reference point is determined 
as of the beginning of present reforms, or for the current 
year, some indicators will continue to record a worsening 
of the situation, other will show stabilization, and still 
other will note a turn to “plus.” 


Another aspect of this problem is also of importance: 
Who in Russia lives well? City or rural dwellers? The 
lower, middle, or higher class? 
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Finally, our country’s vast scale must be taken into 
consideration without fail. The north or the Volga Area? 
The Far East or West Siberia? In West Siberia, in 
Tyumen, for example, the average per-capita income in 
June of this year totaled more than 400,000 rubles per 
month, while in Altay Kray, [one illegible work] 105,000 
rubles. 


Taking this into consideration, scientists at the All- 
Russian Center for the Standard of Living believe that 
the process of stabilization of the population’s standard 
of living undergoes a number of stages: from partial 
stabilization (in individual components of the standard 
of living and in individual social groups and regions), 
through basic stabilization (encompassing the predomi- 
nant part of the population and living conditions), to full 
stabilization combined with an improvement in a 
number of the qualities of life. 


At present it is possible to talk only about a partial 
stabilization of the standard of living and even it is still 
of an unstable nature. Let us take such an important 
indicator of current consumption as the population’s 
purchasing power. For this per-capita monetary income 
is compared with the monetary evaluation of one of the 
widespread standards of current consumption, for 
example, the minimum living wage or the minimum 
consumer budget. 


Whereas the minimum consumer budget is calculated 
for a full satisfaction of man’s reasonable needs, the 
minimum living wage ensures only elementary living 
conditions at this stage of society’s development, which 
maintain people’s work fitness and health. The structure 
of the minimum living wage budget includes, in addition 
to expenditures on food, expenditures on nonfoodstuffs, 
services, taxes, and other obligatory payments. At 
present calculations of the minimum living wage are 
performed in accordance with the Methodological Rec- 
ommendations approved by the Commission on the 
Examination of Minimum Consumer Budgets under the 
RF Ministry of Labor. 


Let us dwell on a comparison of per-capita money 
income with the minimum living wage. The coefficient 
obtained shows how many baskets of goods and services 
included in the minimum living wage Russia’s average 
statistical resident can buy with per-capita money 
income. In 1992-1993 an increase in the population’s 
average purchasing power is observed. However, this rise 
is of an unstable nature. For example, let us take the 
period from the end of 1993 until the first half of 1994. 
Among other things, this period was noted for the fact 
that the state did not revise minimum wage levels and 
did not change wages for budget workers and most social 
payments. Against such a background the population’s 
purchasing power throughout Russia and in most large 
economic regions during the first quarter of 1994 was 
below the level of the third quarter of 1993 and during 
the second, even though it increased, in five (Volga, 
North Caucasus, Urals, West Siberia, and the Far East) 
out of 11 regions did not rise to last year’s level. 
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However. on the basis of the dynamics of this indicator 
alone it would be erroneous to draw conclusions on 
positive, though unstable, processes and possibilities of 
the population’s current consumption. Investigations by 
the All-Russian Center for the Standard of Living show 
that, recently, the purchasing power of money income, 
on the average, has increased owing to its more rapid rise 
among the well-off and, especially, very well-off popula- 
tion with an expanded scale of decline (!) in the pur- 
chasing power of money income of badly-off Russians. 


The coefficient of differentiation of the income of the ten 
most and least well-off population [groups] (decile coef- 
ficient of differentiation of the population’s money 
income) changed throughout Russia from 9.05 during 
the fourth quarter of 1993 to 9.11 during the first quarter 
and to 13.06 during the second quarter of 1994. As a 
result, whereas at the end of last year at the lower pole 
the population concentrated 1.6 percent of the total 
money income fund and at the average pole, 30 percent, 
according to the results of the second quarter similar 
indicators can comprise | and 34.2 percent respectively. 
As is evident, the concentration of income among the 
very well-off population is growing, which leads to a 
rapid increase in its purchasing power. An especially 
high and constantly growing differentiation «: income is 
observed in East Siberian (18.9), West Siberian (14.5), 
and Far Eastern (13.8) regions. 


Under present conditions the entire population with 
money income above the minimum consumer budget 
can be considered relatively well-off. This corresponds 
approximately to the double amount of the minimum 
living wage. For a description of the comparative change 
in the poor and well-off population the All-Russian 
Center for the Standard of Living uses such an indicator 
as the coefficient of direction of the population’s strati- 
fication (ratio of proportions of the population with 
money income smaller than the minimum living wage 
and bigger than the double amount of the minimum 
living wage). Investigations indicate that this indicator 
shows a different direction of the stratification coeffi- 
cient in large economic regions. As a result, throughout 
Russia it changes unstably: 1.15 during the fourth 
quarter of 1993; 0.31 during the first quarter and 1.13 
during the second quarter of the current year. The share 
of the poor population’s income in the total money 
income fund comprised 6.4 percent during the fourth 
quarter of 1993 and 9.3 percent during the second 
quarter of the current year. Conversely, the share of 
income of the well-off population comprised 57.3 and 
67.6 percent respectively. 


As is evident, the concentration of income at extreme 
poles is growing owing to the “erosion” of the so-called 
“middle” class (with income from one minimum living 
wage to three minimum living wages). Against the back- 
ground of growth of the well-off population’s purchasing 
power (25 to 35 percent) it remains extremely low among 
an increasingly greater part of the Russians. Whereas 
during the fourth quarter of 1993 a total of 29.4 percent 
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of Russia’s population had money income below the 
minimum living wage, during the first quarter of 1994 its 
proportion comprised 30.7 percent and during the 
second, 33.5 percent. 


All this makes it possible to state that behind the increase 
in the population’s average purchasing power there is 
still an expansion of poverty and an increase in the 
concentration of money income among the well-off pop- 
ulation and, especially, among a small part of the Rus- 
sians. 


High Cost of Bread in Moscow Examined 
944F1103B Moscow IZVESTIYA in Russian 27 Jul 94 p 13 


[Article by Aleksandr Bezlepkin, journalist: “Price of a 
Loaf of Bread” 


[Text] Is the constant increase in prices of bread inevi- 
table? Oleg Novikov, chief of Moscow’s Antimonopoly 
Administration, answers this question in the negative. 


“Today world grain prices,” he says, “are approximately 
95 dollars per tonne, that is, about 160,000 to 200,000 
rubles, which seems to be comparable with Russian 
prices. However, how du we manage to compete ”’so 
successfully“ with the rest of the world in this indicator 
if our wages are 14- to 15-fold lower than in G-7 
countries and fuel costs approximately 15 cents per liter, 
which again is severalfold cheaper than there? The other 
components of the cost of bread are lower, if only 
because they are derivative with respect to the first two.” 


Instead of letting farms sell the entire harvest on the 
exchange, buying (there) only a small reserve for a “rainy 
day,” the siate—under the pressure of the agrarian lobby 
in the former Supreme Soviet and in present legislative 
structures—compulsorily absorbed and continues to 
absorb the lion’s share of this harvest, the payment for 
which, in fact, represents a huge subsidy for agriculture. 
Suffice it to say that today the profitability of grain 
production is expressed in quite a fantastic figure—130 
percent. This, of course, is better, Oleg Novikov believes, 
than to rob rural areas as during the well-known times— 
but that is all. These investments will bring no return. As 
the long-term practice of subsidization has shown, if the 
use of every ruble is not described in advance in the most 
detailed manner, any sum disappears in someone’s 
pockets without a trace. 


However, grain has been sold. En route from the pro- 
ducer to milling combines and bread baking plants it 
settles at elevators. There are four of them in Moscow. 
There is a moving division of labor among all four: One 
specializes only in rye, another, in wheat exclusively, and 
so forth. What seems to be bad in this? However, as a 
result, each of them turns out to be a “rye” monopolist, 
a “wheat” monopolist, and so forth and does not lose its 
chance: The average wages of a Moscow elevator worker 
are severalfold higher than throughout Russia. For 
example, in ‘une, they totaled 1,130,000 rubles per 
month. 
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The situation at the next stage of the “grain path” is 
somewhat more gratifying. Quite recently, with the 
active participation of the Antimonopoly Administra- 
tion, Moskhleb—a monopolist concern, which at one 
time united all of Moscow's 34 bread baking plants— 
collapsed. Contrary to the gloomy prophecies, none of 
them perished without its paternal guardianship and 
subsidies. Now all of them compete, trying to satisfy the 
tastes of bakeries. 


However, the stores themselves are the “last,” both in 
the literal and figurative sense of the word, in this chain. 
Under the effect of state grain prices, elevators, and 
other monopolists bread baking plants are forced to buy 
flour at 376 rubles per kg. After paying rent and electric 
power, bakeries are left with hardly anything: As it is, 
their share in the price of grain is 15 percent and there is 
simply no way to increase it. As a result, the wages of 
workers at one of Moscow’s most prosperous bakeries 
(Antonin’s on Tsvetnyy Boulevard) are 210,000 rubles— 
5 percent higher than the average in the country. 


Finally, Moskhlebtrans—a monopolist, on which the 
delivery of flour to bread baking plants and of bread to 
bakeries depends entirely—receives 16.9 percent of the 
money paid by Moscow residents into the registers of 
bread stores. The proposal by the Antimonopoly Admin- 
istration to establish, instead of this organization, three 
or four motor transport columns as yet does not find 
support in Moscow’s government and its share in our 
expenditures on bread does not reflect at all the real 
transport expenditures. 


In Novikov’s opinion, the general picture is as follows: 
With the liberalization of grain prices and demonopoliza- 
tion at all production stages (that is, when competition is 
created among elevators, in transport, and so forth) the 
figures on price lists of bread stores could be “more 
modest” by approximately 30 percent and even by one- 
third. 


Data on State Budget’s Performance in First Half 
of 1994 


944E1100A Moscow FINANSOVYYE IZVESTIYA 
in Russian No 32, 21-27 Jul 94 p 6 


[Unsigned article based on Russian Federation Ministry of 
Finance data: “Performance of the State Budget in 1994”’] 


[Text] The complex economic situation has resulted in a 
lag of tax and payments receipts behind the forecast. 
However, the drop in inflation rates which developed in 
the first quarter has proven to be steady (in May infla- 
tion came to 108 percent as against 121 percent in 
January and 110 percent in April). 


The anticipated receipt of taxes and payments into the 
federal budget in the first quarter of the half-year will 
come to 18.5 trillion rubles, or 64 percent of the estimate 
forecast for this period. Moreover, foreign currency 
operation revenues, etc., will come to R8.6 trillion. 


RUSSIA 37 


In the second quarter tax receipts have grown by 30.3 
percent over the first quarter. This has been caused by 
additional payments based on recomputations of the 
profit tax on the basis of the results of work during 1993 
and the first quarter of 1994 and by the introduction of 
new taxes on | April (excises on gasoline and a number 
of other commodities). Taxes and payments will increase 
by almost 25 percent in the third quarter. 


In the first half-year the share of federal budget tax 
receipts in the total gross domestic product, as in 1993, is 
decreasing and comes to only 7.6 percent as against 13.8 
percent during the corresponding period of last year, 
including the share of the value-added tax— 
correspondingly 3.1 percent as against 5.6 percent, and 
the profit tax—2.6 percent as against 4.3 percent. This 
situation is due, on the one hand, to inflationary pro- 
cesses, which lead to a relative reduction in federal 
budget revenues, and on the other to ever-increasing 
mutual non-payments. 


The volumes of the excises exacted have fallen off in 
connection with the decrease in the production of goods 
subject to excise, primarily potable alcohol, wines, and 
passenger cars. 


The continuing slump in the fuel and power sectors and 
the indebtedness of buyers to the enterprises of these 
sectors for products shipped, as well as the decision to 
direct 50 percent of the funds coming into a taxpayer’s 
current account in May-October of this year to the 
liquidation of arrears on payments to the federal budget, 
have led to non-payments to the federal budget of the 
excise tax on oil, gas and coal, of the payment for the 
right to use mineral and natural resources, and of deduc- 
tions for the reproduction of the mineral raw material 
base and the forests. 


The significant growth of indebtedness (arrears) on pay- 
ments to the budget has also influenced the level of 
federal budget tax and payment receipts. Thus, arrears 
have grown by R3.7 trillion during January-May. This 
comes to 55 percent of the total amount of indebtedness. 
Relative to the taxes collected during this period, the 
increase in arrears has amounted to almost 25 percent. 
As before, the basic volume of payment arrears has been 
concentrated in fuel sector and transport enterprises in 
Siberia and the Far East. In connection with the financial 
difficulties of the taxpayers the Ministry of Finance has 
granted them a deferment on payments to the budget of 
R1.5 trillion. 


Tax and budget laws currently in force are being violated 
by individual subjects of the Russian Federation. Tatar- 
stan and Bashkorstan have allowed the greatest amounts 
of indebtedness to the federal budget (R80.3 billion and 
R331 billion respectively). 


Violations of payment and settlement discipline by 
banks have become one of the reasons for the shortfall in 
the receipt of taxes and payments both into the federal 
budget and into the budgets of the Federation’s subjects. 








This report contains information which is or may be copyrighted in a number of countries. Therefore, copying and/or 
further dissemination of the report is expressly prohibited without obtaining the permission of the copyright owner(s). 











38 RUSSIA 


The presence of a significant number of banks having a 
debit balance (debetovoye saldo), the volume of which 
amounted to R436 billion as of | April 1994, resulted in 
a delay in writing funds off from taxpayer accounts and 
their entry in budget accounts and the use of budget 
funds as bank assets. 


According to reports submitted by the territorial organs 
of the federal treasury, some 3,333 banks have been 
checked and 13,177 cases of the violation of the time 
periods for transfer of taxpayer funds to federal budget 
accounts revealed. The total amount of payments 
entered in the budget with a violation of time periods has 
come to more than R55 billion. The amount of the fines 
imposed on the banks has come to R4.8 billion. 


The basic reasons which have caused the delay in the 
receipt of revenues into the federal budget have been the 
non-execution on time of a taxpayer’s payment authori- 
zations when there are funds in his current account and 
the violation by the banks of the sequence of the liqui- 
dation of indebtedness with respect to payments into the 
budget when funds come into a current account, delay in 
writing off revenues from a bank’s correspondent 
account after they have been written off from taxpayers’ 
accounts, and a number of other reasons. 


Serious difficulties in determining priorities in 
expending budget funds have been created given the 
limited nature of the income base. 


Sequestration has had to be used to keep expenditures 
within strict limits. Taking foreign currency operations 
into account, expenditures amounting to R49.6 trillion 
have been financed from the federal budget in the first 
half-year according to preliminary estimates, including 
R17.9 trillion through the receipt of taxes, payments and 
other revenues, R18.1 trillion in Central Bank credit to 
cover the deficit, R1.58 trillion from Central Bank 
profit, R1.6 trillion from the issuance of securities, RO.8 
trillion from other sources being received to reduce the 
deficit, R8.6 trillion in foreign currency operation reve- 
nues and other sources, and R4.8 trillion from foreign 
borrowing. 


Considering that the revenues received in June have 
been entered by the Bank of Russia in the account of the 
Ministry of Finance of Russia only in July, part of the 
first half-year’s planned expenditures, amounting to 
more than R300 billion, will be financed in the second 
half of 1994. 


Some 19.3 percent of the total amount of budget expen- 
ditures has been directed to defense, 9.1 percent to the 
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national economy, 9.9 percent to the social and cultural 
sphere and science, and 7 percent for the maintenance of 
law enforcement organs. Some 10.6 percent of budget 
funds has been transferred to the subjects of the Russian 
Federation in the form of subventions, clearing 
accounts, and money transfers for the purpose of 
strengthening the revenue base of the budgets of the 
subjects of the Russian Federation. 


The possibility of financing expenditures for the pay- 
ment of vacation money to higher educational establish- 
ment employees during June-August and the payment of 
stipends for students during the holiday period, of liqui- 
dating the indebtedness of television and radio broad- 
casting companies to communications enterprises, and 
of allotting the full amount of funds for organizing 
summer holidays for children in the amount of R7.6 
billion has been investigated. 


The basic portion of the indebtedness for 1993, amounting 
to R3.5 trillion, has been liquidated through budget funds 
in the first quarter. The indebtedness to the budgets of the 
territories with respect to clearing operations and the 
financing of federal programs has been completely liqui- 
dated. The liquidation of state defense order debts has 
been basically completed. The indebtedness on expendi- 
tures for the payment of wages and stipends has been 
liquidated in the social and cultural sphere. The difference 
in interest rates for preferential credit for delivery of goods 
to the regions of the Far North has been partially reim- 
bursed in the agro-industrial complex sphere and for 
coal-mining enterprises. 


In the remaining portion liquidation is being accom- 
plished through offsetting the indebtedness of the federal 
budget by treasury tax exemptions and by putting trea- 
sury bills into circulation. In fact, as of 30 June 1994, tax 
exemptions in the amount of R328.7 billion had been 
written for enterprises and organizations and, in addi- 
tion, R20 billion to the account of liquidating the indebt- 
edness which had developed during the first quarter of 
1994. 


Treasury bills in the amount of RO.5 trillion are being 
registered for transfer to the Central Bank. Funds in the 
amount of R445.7 billion have been allocated to the 
bills’ account. 


The federal budget deficit in the first half-year has 
amounted to 9.5 percent relative to the gross domestic 
product as against the 10.9 percent envisaged in the 
estimates. 








This report contains information which is or may be copyrighted in a number of countries. Therefore, copying and/or 
further dissemination of the report is expressly prohibited without obtaining the permission of the copyright owner(s). 














FBIS-USR-94-089 
16 August 1994 RUSSIA 39 





Federal Budget Revenues (based on preliminary data, bill. rubles) 















































1994 Revenue Jan-Jun Revenue Jan-Jun Receipts (based First Half-Year Fulfill- 

Receipts Forecast Receipts Forecast on preliminary data) ment as a % of Forecast 
TAX RECEIPTS 
Value-added tax 39557 12184.40 7545.96 61.93 
Special tax 7124.90 2013 157.17 57.40 “ty 
Excises (on consumer goods and gasoline) 8698.10 2635.20 610.17 23.15 
Profit tax 22040 7486 6250.34 83.49 
Resource payments 3320 1088.70 222.88 20.47 
Excises on oil, coal and gas 7034 2057.90 $06.42 24.61 
Foreign economic activity revenues 3388.60 1064.50 1524.44 143.21 
Other taxes and payments 3043.90 482.70 706.22 146.31 
Transferred by the Bank of Russia 17901 
Other sources 
Foreign economic activity revenues trans- 26588.60 7077 8201.50 115.89 
ferred to foreign currency accounts 
Other revenues 3681.90 1220.20 404.20 33.15 
TOTAL REVENUES 124477 37309.60 27129.60 72.71 




















Federal Budget Expenditures (based on preliminary data, bill. rubles) 
























































1994 | First Half- |  Actualfor | Percentage of | Percentage of | Relative Share | Relative Share 
Budget Year Budget First Half- Annual Plan Half- Year of Expendi- of Expendi- 
Year Fulfillment Plan tures as a % tures as a % 
(preliminary) Fulfillment of First Half- of Actual 
Year Budget Expenditures 

National economy-total 26014.08 7310.49 4518.58 17.37 61.81 10.85 9.10 
including: 

geological exploration 2131.10 620 298.63 14.01 48.17 0.92 0.60 

for coal 7849.53 3375.88 2555.79 32.56 75.71 5.01 5.15 
Budget conversion fund 755.47 398.41 285.83 37.83 71.74 0.59 0.58 
Capital investments 16028.85 4116 2622.19 16.36 63.71 6.11 5.28 
Social and cultural 13804.33 4389.65 3882.97 28.13 88 46 6.52 7.82 
measures: 

education 7306.86 2308.76 2236.32 30.61 96.86 3.43 4.50 

culture, art and 2355.43 554.72 490.70 20.83 88.46 0.82 0.99 
information media 

public health and 3914.67 1119.50 821.60 20.99 73.39 1.66 1.65 
physical culture 
Science 5047.55 15.19 1025.95 20.33 67.54 2.26 2.07 
Expenditures for law 13916.51 3832.69 3556.20 25.55 92.79 5.69 7.16 
enforcement organ main- : 
tenance 
Expenditures for main- 3369.54 1607.93 1323.20 39.27 82.29 2.39 2.67 
tenance of organs of 
state authority and 
administration 
Financing of the Cher- 973.78 410.54 275.70 28.31 67.16 0.61 0.56 
noby! program (special 
payments) 
Defense expenditures 40626 12918.46 9556.60 23.52 73.98 19.18 19.25 
State internal debt $030.27 2269.30 1532.18 30.46 67.52 3.37 3.09 
servicing expenditures 
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Federal Budget Expenditures (based on preliminary data, bill. rubles) (Continued) 
Dedget | Your Bedget | Fire Hall, | ‘Anmeat Plan | Mamevear” | of Expenahe” | of Expenal 
Year Fulfillment Plan tures as a % tures as a % 
(preliminary) Fulfillment yay = Actual 

Foreign currency internal 1280.30 1260.10 737.80 $7.59 58.51 1.87 1.49 
debt liquidation 
Reserve fund 462 172.70 142.21 30.78 82.58 0.26 0.29 
Northern territories 6466.97 2793.80 1231.87 19.05 44.09 4.15 2.48 
financial support 
Other expenditures $659.35 2883.13 1110.80 19.63 38.53 4.28 2.24 
Precious metals payment 5900 1750 1801.79 30.54 102.96 2.60 3.63 
Bread subsidy 22.57 0.05 
Budget loans 1661.48 3.35 
Clearing operations 20500 7741.40 5256.57 25.64 67.90 11.49 10.59 


























Prediction of Bank System Collapse Disputed 


944E1121A Moscow IZVESTIYA in Russian 
No 33, 28 Jul-3 Aug 94 p 3 


[Article in “‘Finansovyye Izvestiya” section by Yevgeniy 
Vasilchuk: “Prophecy of a Banking Collapse May Not 
Come True”’] 


[Text] Important changes have taken place during the 
summer of 1994 in the TsB [Central Bank] of Russia’s 
credit and monetary policy and in the activity of the 
commercial banks it regulates. 


The toughening of inspection functions, the demands for 
a capital base, and the standards for liquidity of com- 
mercial banks have begun to be more and more formal in 
nature. In the words of economist Andrey Illarionov, in 
the face of a coming bank crisis, the Central Bank has 
switched to widespread, although secretly selective sup- 
port for the system of commercial banks which has taken 
shape. From October 1993 to January 1994, the average 
monthly rate of increase in the Central Bank’s loans to 
commercial banks was 3 percent, but it increased to 7.3 
percent in the first half of this year. 


The Central Bank’s rate of refinancing was lowered on a 
crash basis from 210 percent in April 1994 to 155 
percent in July. The “penalty” coefficient for refinancing 
was reduced from 2 to 1.3. The reduction to 140 percent 
which was announced is being delayed at present, 
although the promise made by Vice Premier Aleksandr 
Shokhin to reduce it by “several times” will be met, to all 
appearances. 


Also, according to the report by the Institute of Eco- 
nomic Problems in the Transition Period, “The Russian 
Economy in 1993: Trends and Prospects,” commercial 
banks are not implementing the official minimum 
reserve requirement to have an account in the Central 
Bank consisting of an interest-free proportion of 15 to 20 
percent of their deposits (depending on the term of a 


deposit). According to statistical data, only 11 percent of 
commercial banks’ deposits are being kept as a min- 
imum reserve. 


It must be pointed out that according to the Russian 
Goskomstat [State Committee for Statistics], enter- 
prises’ overdue debts on bank loans as of | July 1994 
totaled 2.54 trillion rubles [R], or 13.5 percent of the 
overall indebtedness for bank loans. At the beginning of 
the year, this indicator fluctuated from 12 to 14 percent, 
that is, substantial changes for the worse have not taken 
place here. Centralized loans have become a burden to 
the banking system. The overdue indebtedness for them 
totaled R1.3 trillion as of | May 1994, and it doubled 
over a 2-month period. The proportion of overdue debts 
in centralized loans as a whole increased from 6.5 
percent at the beginning of the year to 11.1 percent as of 
1 May. 


In order to change the inefficient system of distributing 
centralized credit resources (direct extension of credit in 
priority sectors of the economy through commercial 
banks), where the rate of return on loans is not high, the 
Bank of Russia is gradually switching to the refinancing 
of commercial banks through credit auctions and other 
market mechanisms. In the future, this should contribute 
to an increase in the substantiation for banks to grant 
loans and control over their use. 


The volume of credit granted by commercial banks to 
enterprises and organizations and the public in the first 
quarter of 1994 increased from R24.54 trillion to R31.06 
trillion. The proportion of long-term loans—3.3 per- 
cent—remained practically unchanged. The volume of 
interbank loans increased somewhat faster during this 
same period—from R2.17 trillion on | January 1994 to 
R3.19 trillion on | April. 


The expansion of credit inevitably entails surges in cash 
emissions. After the Central Bank immobilized R310 
billion in cash from circulation in January, the monetary 
emission proceeded as follows: R1.63 trillion in Feb- 
ruary, R1.25 trillion in March, R3.46 trillion in April, 
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R1.26 trillion in May, and again, R3.1 trillion in June. 
Over the January-June period as a whole, according to 
the Goskomstat, R10.5 trillion in cash was put into 
circulation; this was 3.2 times more than during the same 
period last year. 


It is doubtful whether the emission surges contain signif- 
icant inflationary potential. The volume of newly issued 
money is being absorbed by the informal sector of the 
economy, which is growing not by the day, but by the 
hour, and by the increasing volume of transactions in the 
economy. This in turn makes the actual financial condi- 
tion of many medium-sized and small banks far from 
unstable. 


Confirmation of this thesis may be found in the 
dynamics of the number of commercial banks. As of | 
January 1993, there were 1,700 of them registered, as of 
| January 1994, there were 2,000 registered, and on | 
June 1994 there were 2,200 registered. The total declared 
charter fund of the banks doubled since the beginning of 
the year, reaching R1.96 trillion as of 1 June. 


The number of banks with a declared charter fund of R1 
billion to R5 billion as of 1 July 1994 increased from 7 to 
15 percent of the total number compared with the 
beginning of the year, and the number with a charter 
fund of over R5 billion incrreased from | to 3 percent. 
The number of banks with a charter fund of less than R1 
billion decreased from 92 to 82 percent over the same 
period. 


The “explosion” in the number of medium-sized banks 
is significant. The upsurge of giants in the capital is not 
a guarantee that they will flourish in the future. With the 
increase in size of a bank above a certain optimum, the 
costs of internal organization begin growing rapidly. The 
specific nature of Russia’s conditions and the status of its 
financial and overall economic infrastructure over the 
next decade will make for preferred development of 
mid-level banks. For this reason, the Central Bank’s 
orientation toward support for several dozen large banks 
and their establishment of a far-ilung network of 
branches may be incorrect at this time. 


St. Petersburg Radio-TV Chief Interviewed 
944Q0542A Moscow TRUD in Russian 10 Aug 94 p 7 


[Interview with Bella Kurkova, chairman of the St. 
Petersburg Radio-Television Company, conducted by 
Tatyana Svetlova: “Television Must be Conservative’-— 
Believes Bella Kurkova, Chairman of the St. Petersburg 
Radio-Television Company”’] 


[Text] At one time, Leningrad TV was famous for its 
television plays, “live broadcasts” and the young people’s 
program “Horizon.” Somewhat later it was known for 
“Television Courier,” “The Fifth Wheel,” and “600 Sec- 
onds.” Today it is the only one of all the existing state- 
owned television stations which has retained certain traits 
of our former television. Why is this? Bella Kurkova 
answers the questions posed by our correspondent. That 
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same Kurkova who even quite recently, it seems, was the 
embodiment of extreme radicalism. If she ever used the 
word, “conservatism,” it was sooner in an abusive sense. 
But what is her position today? 


[Kurkova] Today there is a unique situation in our 
country: Statehood is largely being held up by television. 
At the present time, this is the only source through which 
there is a constant flow of information about what is 
happening in the country today, and what must be done 
for the cause of general salvation. Take away state 
television and, I am afraid, the country will begin to 
disintegrate into small specific princedoms. 


As it is, things here are always changing. You even come to 
your bus stop one day, and find out that the bus does not 
run here anymore. In such a huge state, at least something 
must remain unchanged for the people. Therefore, televi- 
sion must in a good sense be conservative. 


[Correspondent] What do you include in the concept of 
conservative TV? 


[Kurkova] Of course, I am not speaking of any “‘back- 
wardness” or nostalgia for the past. But we here at St. 
Petersburg television have very many traditions, which 
it would be a shame to forget. At one time, up to 300 
television plays a year were filmed here. Now they have 
outlived their time, but we intend to make good screen 
adaptations of our country’s classics, with good actors. 
And also sell them to the West. Yet for now we are forced 
to show ballet and opera plays of the best Russian 
theatres in the television club “Classics,” filmed by 
foreign companies. Filming such a play today is not 
affordable for Russian television companies. 


For now, the ratings of the “Classics” television club are 
not the highest, but they reflect a real interest by the 
public. A good airing time was selected: The early 
evening hours on Sunday, when there is not much to see 
on the other channels. Even if a person does not have a 
burning desire to hear opera, and catches just a bit of 
it—already that will be good. 


Conservatism also means careful consideration. We 
have a program which is specifically in this vein—calmly 
reasoning. It is “Conservator,” by Igor Maslennikov. 
The most brilliant people, intellectuals, gather in the 
studio and talk about present-day problems, but without 
any frenzied shouting. 


Of course, conservatism of television certainly does not 
exclude young people’s broadcasting. Starting sometime 
in September, we will have a channel devoted entirely to 
young people’s programming, “Do not watch if you do 
not want to.” It will bring together all of our “hooligans” 
from “Orange TV.” 


[Correspondent] Such conservatism, which synony- 
mously excludes shows and games, will hardly bring your 
company earthshaking success. 
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[Kurkova] We are not trying for grandiose ratings. For 
example, we have the program, “First Aid,” on our 
channel. It has not the biggest audience, but a very stable 
one. The broadcast is viewed by pensioners in need of 
help. And here is a curious peculiarity: When we had the 
elections to the city assembly, the candidates wanted to 
get on this program, understanding that these viewers 
were the most active voters. 


The people today need help. Today, after all, each of us 
is especially helpless. And I understood this very well, 
having myself passed through the “corridors of power.” 
We need help not in words—but real help. 


[Correspondent] What is this, that same “effectiveness” 
which was used as a guideline in Soviet journalism? 


[Kurkova] This is that same auxiliary role of television, 
which today has been lost because of the fact that it 
necessary to earn money through advertising. As we 
know, advertisers are especially prone to “soap operas” 
and game shows. What kind of help is this! Yet, for 
example, people would come up to me on the street for 
advice. This is why ‘First Aid” was created. Our pen- 
sioners do not even know the laws. They do not know 
their rights. The program began by giving explanations 
and consultations on pensions, medications, and every- 
thing else. There is an abundance of volunteer helpers. 
And the program, I might add, is televised daily. If we 
can help at least several people a day—that already is 
good. And if we consider that today the entire network of 
social provision is connected to this program, its effec- 
tiveness is oh-so great. 


After a live question-and-answer session (viewers call in 
from as far away as Siberia), especially for the older 
generation of television viewers we show films on the 
movie channel “Osen’”’ [‘‘Fall’’]. After all, someone has 
to do this too... 


[Correspondent] And do you have a lot of such “some- 
one has to do it”? 


[Kurkova] Our artistic broadcasting, for example. In 
view of the fact that today no one wants to spend money 
on culture, at least maybe television can be a little 
generous. After all, a person may see the Hermitage 
without leaving his house, without leaving his city. And 
why leave! Today a ticket for a “comet” from the 
Hermitage to Petergof costs over 30,000 rubles (R). Yet 
people have to see this beauty. And that means we have 
to show it. Especially since they do not want to do this on 
the other television channels. 


Our colleagues prefer to show such serials as “Wild 
Rose.” By God, I do not understand. There are good 
European serials. Why do we continue to place our stake 
on some third-rate banality? Even our, far from rich, 
company bought the Italian “Passions” and “‘Camilla.” 


[Correspondent] Your company has a heightened 
interest in the provinces. Is this also a necessary condi- 
tion of “conservative” television? 
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[Kurkova] It is just that in the provinces the people live 
in an entirely different manner. Calmer, more prudently. 
Yet on “Ostankino” and “Rossiya” they always try to 
show subjects dealing with extraordinary situations. Few 
people are interested in ordinary life. The television 
people are locked onto the political storms of Moscow 
and partly St. Petersburg. The state channels “play”’ the 
same faces over and over again. But today no one is 
interested in this. 


[Correspondent] Do you think that your programs on life 
in provincial Russia will enjoy some special popularity? 


[Kurkova] Of course. After all, the broadcasts of the 
other channels—this is nothing but Moscow asphalt. 
And no one wants to allow into their air time regional 
companies, whose appearance would be quite logical, 
since one cannot go and film for oneself. 


We have a program called “I Discovered Russia For 
Myself,” which we make in conjunction with local tele- 
vision studios. We have already conducted exchange 
broadcasts and television link-ups with different regions, 
and now we have decided to undertake several joint 
programs. For example, “History of Russia. 20th Cen- 
tury.” Viktor Pravdyuk is making it. We alone could not 
handle it: There are plans to devote an episode to each 
year of the waning decade. There will be 100 of them 
altogether. We would not be able to handle that. By its 
very geographic dispersion, we would not be able to 
handle it. But together we can. Just imagine, there will be 
such an all-Russian program?! 


We want to start a daily series entitled, ““Russia Speaks.” 
Direct clips, small subjects, prepared by the studios on 
site. Everyone stands to gain: We have information on 
life in the province, of which there is not much on TV at 
the present time, and the oblast companies are getting 
the opportunity to get all-Russian air time. 


[Correspondent] It seems that it is not simply from a 
desire to give information from the heartland that you 
are so actively meeting regional television halfway? 


[Kurkova] It seems to me that the television viewers 
simply trust us more. We are not the Moscow channels. 
When they show your street on television and tell about 
the real problems of your city—you get a sincere liking 
for such television. 


[Correspondent] Several years ago, you became popular 
exclusively because of politics. The name of Bella 
Kurkova at that time was heard over television, in 
parliament and in the Lensovet [Leningrad Soviet]. 
Today your program, “Political Olympus,” talks less and 
less about politics, and channel five which you manage 
has practically no political broadcasts. How do you 
explain such a metamorphosis? 


[Kurkova] You will recall, first “The Fifth Wheel” told 
about culture and traditions which had been eliminated 
from the life of several generations. I had a column 
entitled ‘““Troublemakers of the Canvas.” At that time I 
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was the first to tell about Filanov, and we were able to get 
him an exhibit in the Russian Museum. And how many 
“wheels” were devoted to Pushkin... 


That was the beginning. Gradually the country became 
more attentive to political changes and passions—and 
we too had to take this into consideration. For the first 
time on Soviet TV, Andrey Dmitriyevich Sakharov 
appeared not just anywhere, but on our channel, when 
no other channel would let him speak. If they had not 
tried on a regular basis to close down “The Fifth Wheel,” 
I never would have run for deputy, and the program 
would have been less politicized. The deputeeship 
played its role... This was a sort of shock, when I entered 
the Kremlin for the first time through the Spasskiy Gates 
and could walk around wherever I pleased. When I 
walked up the stairs that Stalin used to walk. And our 
meetings were held in the same auditorium where the 
deputies of the XIV Congress used to sit, who were later 
shot... 


I saw too many different things in the “corridors of 
power.” I saw power from within. But the time has not 
yet come for me to tell the whole truth about it. Here, 
like a surgeon, it is important to remember the com- 
mandment: Do not do harm. As it is, it is difficult 
enough for people today. And if we take away their last 
illusions... Man must believe in something... 


[Correspondent] And what if tomorrow they asked you 
to run for office again? 


[Kurkova] I have sworn to myself never to do this again. 
Let us now get organized with our channel, make it 
attractive and intelligent. I will immediately change my 
program, “Political Olympus,” for... I already know 
exacily what I will do: I will deal with the “oppressed and 
the insulted.’ This topic is not only important, but is 
also very difficult. 


[Correspondent] In general, it is somewhat unusual to 
hear from the lips of a chairman of a radio and television 
company a phrase about artistic plans... 


[Kurkova] It is very easy for me to be chairman of a 
company in which I have passed through all the steps, 
from a simple radio correspondent to the head of one of 
the studios. I mself know the entire technological pro- 
cess. I can speak on different levels with any artist or 
technical person, and this is already a different, profes- 
sional discussion. 


In general, I have been very lucky in my profession. And 
under any variant, I am first and foremost a journalist. 
And after that—an administrator, chief and whoever 
you like. That is why I am not afraid to lose the chair in 
which I am sitting now. For me it would even be better 
if I return to creativity. I so like to travel... But here I 
cannot get any further than Moscow. And I would so like 
to make a film about Chukotka. I worked there when I 
was just out of the university. 
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[Correspondent] You say it is easy to be a chairman, but 
what about the old conflicts, of which you probably 
accumulated many over your long years of work in TV? 


[Kurkova] At the first meeting, I told by subordinates: 
“We do not remember the old. Let us get down to 
business.” And, believe me, not to make mention of the 
past turned out to be easy. For me the main thing is that 
a person create good television broadcasts. But what 
kind of character he has, what his political views are or 
what his attitude is toward me—that is insignificant. | 
have never fired anyone for personal prejudices. For 
three months, I have been unable to begin staff cut-backs 
in the company. In connection with the reduction of 
broadcasting time, it is necessary to put 600 people out 
onto the street. Six hundred. I still cannot do this... 


All the problems and complexities are quite a normal 
matter. When I agreed to work here, I knew exactly what 
I wanted: Our city must have intelligent, informative 
and interesting television and radio. God willing, that is 
what we will have. 


Commission Discusses Industrial Policy Guidelines 


944Q0527A Moscow KOMMERSANT-DAILY 
in Russian 27 Jul 94 pp 1-2 


[Article by V. Borodulin: ““Members of the Government 
Have Diverged in Determining Future Scenarios”’] 


[Text] Discussion of the concept of an industrial policy 
which took place yesterday at a session of the Government 
Commission on Operational Issues, has been anticipated 
for a long time. The point is not even that no Russian 
government has ever managed to formulate the principles 
of its industrial policy in a coherent manner. Theoretically 
such a document must establish clear orientational points 
for national business—which branches is the government 
interested in supporting and which ones is it absolutely 
not interested in. A reading of the document prepared by 
the State Committee on Industrial Policy will not create 
any certainty in the planning of domestic and foreign 
investors. 


The idea of working out a national concept of the 
industrial policy occurs to the Russian authorities only 
in the summer—for the first time such a document was 
submitted almost exactly a year ago. Subsequently, how- 
ever, after prolonged discussion in the regions and its 
publication in the press, it disappeared practically 
without a trace. At any rate the last 12 months did not 
bring any visible results signaling completion of the first 
version of the concept of an industrial policy. In prin- 
ciple exactly the same fate may await its successor—even 
if only by virtue of the fact that the authors themselves 
avoid referring to their labor as a government program 
(which invariably presumes its unconditional fulfill- 
ment). Instead of that Igor Shurchkov, chairman of the 
State Committee on Industrial Policy, calls the concept a 
certain system of measures aimed at the resolution of 
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strategic and tactical tasks aimed at stabilization and 
subsequent development of the industrial complex of 
Russia. 


The discussion of the concept indicated that the docu- 
ment has no opponents in the government. A mass of 
shortcomings, however, have been found. The most 
serious complaints were probably made by Yakov Urin- 
son, first deputy minister of economy. First of all, 
according to him ihe concept is based on an excessively 
pessimistic forecast: Authors of this document pro- 
ceeded from the fact that stabilization of industrial 
production will not come about before 1997. In this 
connection he proposed that all the agencies utilize a 
single, more optimistic forecast of the Ministry of 
Economy. Second, in the opinion of the deputy minister, 
the selection of measures incorporated in the program 
represents a compilation of all means that can be theo- 
retically used by the government to influence the econ- 
omy—from full withdrawal to administrative interven- 
tion. In the compilation of documents (particularly of 
the medium- and long-term type), in the style of ““under- 
score what is necessary,” the authors of the concept are 
being totally unoriginal: This method is highly popular 
in Russia inasmuch as it offers the authorities an excel- 
lent opportunity to at least demonstrate the breadth of 
their economic and political outlook. 


At the same time the concept contains a series of highly 
principled innovations. First of all, the former system of 
national economic criteria, adopted in August of last 
year, was in fact pronounced to be unsound. If they are 
to be followed literally, then around 70 percent of the 
socioeconomic sphere will be considered to be of a 
priority nature, which in essence contradicts the very 
concept of “‘priority.”’ The following logical step has also 
been announced—selection of narrow priority directions 
within the framework of various branches (which, by the 
way, is an extension of the principle of selective support 
of different types of production). In addition to that the 
concept contains a very broad section determining the 
principles of investment activity of the government 
aimed at involvement of private capital. In this sense the 
criticism of RTsER [expansion not identified] for the 
excessive “centering of the concept on the practical 
activity of state enterprises” is unsubstantiated. Such 
action by authorities is dictated by the structure of 
industry which continues to be based as before on state 
and quasi-state enterprises (the majority of privatized 
enterprises). The priorities will also apparently be 
selected primarily proceeding from the interests of these 
enterprises. Which, undoubtedly complicates the resolu- 
tion of another task—attraction of financial sources 
independent of the government to the fulfillment of state 
tasks. 


Specialists of the State Committee on Industrial Policy, 
probably for the first time since the establishment of 
comprehensive plans for the scientific-technical develop- 
ment of the USSR, prepared a list of the most important 
manufacturing methods of the greatest importance in the 
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rearmament of industrial production. That list includes 
36 generalized manufacturing methods. KOMMER- 
SANT-DAILY experts believe that some of them are 
capable of maintaining the technological level of Russian 
industry, while another part—like the manufacturing 
method for production of personal computers— 
represents an attempt to reinvent the bicycle. The so- 
called “critical” manufacturing methods have been 
emphasized in particular: They fully meet international 
standards, but clash with competition on the Russian 
market. These, for instance, include manufacturing 
methods used in small aviation and in the processing of 
chemical warfare agents. 


Peculiarities of structural and investment policy: 


—Only a limited circle of projects (those of federal 
significance, fundamental scientific research, and 
facilities connected with national security) may be 
financed without repayment. 


—The purchase of securities and extension of guarantees 
are predominant forms of state investments. 


—The granting of any preferential terms to an enterprise 
constitutes the basis for concluding an agreement on 
questions concerning regulation of prices, the level of 
labor remuneration, and the distribution and utiliza- 
tion of profit. 


—Inefficiently operating enterprises may receive state 
support only within the framework of financial 
restructuring procedures. 


Significance of MMM Ultimatum Discounted 


944Q0527B Moscow KOMMERSANT-DAILY 
in Russian 28 Jul 94 p 3 


[Article by M. Sokolov: “Razorvaki Fell on the Field of 
Battle for Freedom Like a Hero”’] 


[Text] A very nervous sounding declaration by Sergey 
Mavrodi, the president of MMM, which appeared in the 
press yesterday, makes one think that the Homeric bluff 
on the exchange is smoothly changing into just as Hom- 
eric a bluff in the field of politics, which is natural for a 
person who has nothing to lose. Maksim Sokolov, a 
KOMMERSANT-DAILY observer, comments on the 
ultimatum issued to authorities by the MMM president. 


Mavrodi’s argument is as follows: Entrepreneur Mavrodi 
invented a perpetuum mobile, that is a self-acting eco- 
nomic mechanism making it possible not just to increase 
one’s share severalfold in a single month, but also to keep 
doing that ad infinitum. As Mavrodi insists, a per- 
petuum mobile would have functioned until the end of 
the world but the tax service broke the perpetuum 
mobile. As revenge the inventor is threatening to put 
into effect “‘the most effective and radical method of 
resolving all of his problems—the All-Russia refer- 
endum, whose results “have the highest legal force.“ 
Having such a trump card in his pocket, Mavrodi is 
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declaring war on the regime: We have the appearance of 
a new political force in Russia (Mavrodi and his inves- 
tors—KOMMERSANT DAILY) “which is so powerful 
that at the present time it would be essentially impossible 
to oppose it with anything.“ 


In order to evaluate Mavrodi’s argument it is necessary 
to take into account that in case of a collapse of the 
perpetuum mobile his position would be much worse 
than the one of rank-and-file shareholders. The latter 
would merely lose a certain amount of money, while the 
organizer, if any abuses are revealed, risks at the very 
least the loss of his freedom, and in the worst case, taking 
into account the anger of rank-and-file shareholders and 
the possible tendency of major shareholders to conduct 
investigations of a criminal nature—even his life. The 
president of MMM has absolutely nothing to lose. This 
may make him particularly dangerous, but at the same 
time this requires a particularly critical examination of 
his threats, since under such conditions there is a great 
deal of bluffing since the situation cannot become any 
worse. 


The number of Mavrodi’s MMM shareholders is 
growing very rapidly—yesterday there were five million 
of them, today there are already 10 million, while with 
consideration of the relatives (one woman, Marina 
Sergeyevna, has many of them) there are even 50 mil- 
lion. According to independent estimates the number of 
investors in the joint-stock company does not exceed two 
million. Bluffing in the exchange rate game is organically 
turning into political bluffing. It is unknown what issue 
Mavrodi wants to submit to a referendum since plebi- 
scites dealing with problems that directly pertain to the 
personal interest of voters, are specifically prohibited by 
law. But if it should be allowed, the threat with a 
plebiscite proves to be an empty one. The wording of the 
question in the form, “Do you want to double your assets 
monthly for the rest of your life without having to do a 
thing?” appears too idiotic. A more modest wording, 
“Do you wish to get back your investments?” turns out 
to be senseless. Most of the nation did not invest in 
MMM and those who did not play will hardly be the ones 
to vote in favor of paying back those who did out of their 
own pockets. 


The very fact that the question concerning reimburse- 
ment was raised signals that there is no money in the 
MMM treasury, that is the initiator of the referendum is 
openly declaring himself to be a swindler. The entire 
attractiveness of the game consisted of the assumption 
that thanks to magician Mavrodi the shower of gold 
would be eternal. If the shower of gold is not going to 
continue, then let the losses at least be reimbursed. 
Mavrodi’s personal life becomes a matter of utter indif- 
ference to the shareholders and it is specifically to save 
his own hide that the magician is engaging in all of this. 
The delicate nature of mutual relations between 
Mavrodi and his investors makes rather doubtful the 
variant in which the president of MMM personally leads 
the masses of the brothers Golubkov; what is most 
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frightening to Mavrodi at the present time is direct 
physical contact with grateful shareholders. That is why, 
in case of the collapse of MMM, there will be nothing 
except for some local disturbances (not depending on the 
will of Mavrodi). The real danger that might emanate 
from the failed swindle certainly does not consist of 
spontaneous rioting, but of something else—if certain 
kinds of links existed between Mavrodi and the govern- 
ment and if they should come to light. An uncontrollable 
course of events may then develop. But Mavrodi is 
threatening not with the exposure of official chicanery 
(which is his only chance to save himself), but with an 
anecdotal plebiscite from which it is possible to assume 
that development of the worst variant of the swindle will 
not occur. 


Implications of Edict on Shareholders’ Protection 
Rights 


944E1051A Moscow EKONOMIKA I ZHIZN 
in Russian No 28, July 94 p 8 


[Article by A. Kuchinskaya: “Rights of the Investor. 
Who Will Dot All the I’s?”’] 


[Text] The recent presidential edict on protection of the 
interests of investors contains quite a lot of ideas proposed 
by the Moscow Public Committee on the Rights of Share- 
holders. Its chairman, Andrey Aleksandrovich Volgin, 
comments on the points contained in that edict. 


Two factors eat away at the budget of the private 
investor: inflation and unsubstantiated and frequently 
clearly unrealizable but attractive sounding advertising 
promises. Having a right to take risks and protecting 
themselves against the former, many attempt to preserve 
and hope to increase their savings by purchasing certain 
securities, silent partnerships, mortgages, and other 
instruments. 


There is no doubt that advertising pressure can be 
controlled by cautioning people against hasty action. 


If one follows the points expressed in the edict in the 
order in which they are presented, it is possible to find 
quite a few interesting requirements. Initially it is noted 
that “securities whose registration is not covered by 
legislation of the Russian Federation cannot be offered 
to the public” and it lists only stocks, bonds, and 
securities that are based on the former. But that list is far 
from exhaustive. Such interesting instruments as dollar 
exchange rate futures contracts, futures contracts on 
various indices (for instance, interest rates), as well as 
notes, were not included among securities that were 
studied. This is not the best interpretation. No other 
document has yet narrowed the boundaries of the per- 
missible to such an extent. In my view, it would be better 
to review and expand the list of securities. 


A solution may be found by authorizing registration of 
issues of futures contracts and other securities by those 
trading systems in which they circulate. World experi- 
ence confirms the possibility of that approach. Their 
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popularity and effectiveness have increased considerably 
in recent times. In practice the issuance and conse- 
quently the registration of securities of this type is 
proceeding on a massive scale. In this situation the 
procedure of state registration may have a fatal effect on 
that sector of the market. World experience indicates 
that participants in the trading system, who bear respon- 
sibility through their capital for the conscientiousness of 
their colleagues, serve as the best kind of controllers. 


The edict reflects a desire of the Ministry of Finance to 
prohibit everything that extends beyond the framework 
of its mandate, to limit all possible new means of 
attracting money. There has been a struggle going on for 
several years now between the Ministry of Finance and 
entrepreneurs as they think up new means of attracting 
money, while the ministry prohibits them. For instance, 
up to now, there has never been a document that 
prohibits the introduction of such “money” or rather 
monetary surrogates, as notes of an MMM joint-stock 
company. Now all this has finally been prohibited. 


The formularization of the second point may be consid- 
ered incorrect, since a joint-stock company issuing notes, 
naturally, does so under conditions of urgency, return- 
ability, and solvency; making a public offering without 
determining or limiting the circle of investors in 
advance. In accordance with the edict, this now requires 
a license. But, what kind of a license? In my opinion this 
is a mistake. 


It is necessary to say further that establishment of the 
minimum authorized capital of a joint-stock company, 
which offers the issued shares to the public, at a level 
equal to 10,000 minimum monthly wages, again employs 
that figure as a reference. There are more civilized 
approaches and measurements, for instance in dollars or 
in ECU. In Russia too many indices are based on the 
minimum wage, and, therefore, any question concerning 
a change in it turns into a political issue. 


One of our ideas was a proposal to apply the regulation 
pertaining to coupon investment funds prohibiting 
promises and guarantees of a certain sized dividend or a 
rise in the market value of this stock to all issuers. 


Most unfortunately the edict also contains a gross omis- 
sion—it does not mention participants in nongovern- 
mental pension funds. On one hand, a contribution to a 
NPF [nongovernmental pension fund] or purchase of 
pension policies is not identical to the purchase of 
securities. On the other hand, the rights of participants 
and investors must be protected just the same. Particu- 
larly since dishonesty in that segment of the market will 
not surface for a year or two, and the strength of social 
indignation will be great. This is especially important 
today with the total absence of legislation regulating 
pension funds. 


Therefore, insurance companies and pension funds 
again escape scrutiny, but one does not want to regard 
this as a consciousiously made decision. 
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The stipulation of the fifth point is undoubtedly justi- 
fied, but it is not revolutionary. It should be presented, 
for instance, in the following manner: “The amount of 
all funded loans must not exceed the amount of the paid 
authorized capital.” From the viewpoint of financiers, it 
is specifically the correlation of owned capital to outside 
capital that is of particular importance. 


Our proposal, where in part it was mentioned that if the 
indebtedness of an enterprise is more than double the 
amount of its own capital (the second and third debit 
categories are greater than the balance in the first debit 
category) the enterprise simply does not have the right to 
issue stock for public offering, was more radical, but 
unfortunately it was not studied. 


The regulation that an enterprise does not have the right 
to issue notes earlier than the third year of its existence 
may be considered as sufficiently good with the excep- 
tion of one thing. There is no mention of who provides 
the guarantee. The phrase could end with the following 
words: “With the absence of a guarantee by an organi- 
zation with capital in such and such an amount.” It 
would likewise be useful to introduce the concept of 
affiliated individuals for all issuers in the same manner 
as in the case of investment funds, with the under- 
standing that the guarantee of an affiliated individual is 
inadequate. 


The clause on mandatory quarterly publication of the 
balance sheet, profits and losses, by the joint-stock 
companies in the general press is of considerable 
interest. But several circumstances raise some imme- 
diate concerns. First of all, what is to be understood as 
the general press. Naturally, publication will start in the 
cheapest publications, which will not resolve the 
problem of informational famine. With this rigid 
requirement, it is necessary to permit the inclusion of 
expenses for such mandatory publication in the cost of 
production. Secondly (this may not have to be reflected 
in this edict), it is necessary to determine the printed 
variant of the balance sheet and profit and loss state- 
ment. Presently there exists the practice of publishing the 
balance sheet in the form of two lines showing revenue 
and loss. The formal requirement is satisfied but the 
investor does not obtain the required information from 
that. 


A big problem is seen in the fact that no mechanism for 
the enforcement of this requirement is provided. There 
is a simple but effective method, such as, for instance, for 
the tax inspectorate to accept quarterly reports from 
enterprises only if they are accompanied by a newspaper 
clipping with the report for the preceding quarter. That 
would allow monitoring of the accuracy and correspon- 
dence of reports that were published to those submitted 
to the tax inspectorate. 


The security market of today remains conceptually unor- 
ganized. Great difficulties are created by the numerous 
ministries and agencies that work out edicts and instruc- 
tions that are often contradictory. At the same time, far 
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from everything that is generated by life is regulated by 
enforceable enactments. By contrast with the Romano- 
German system of law, which is dominant in our 
country, the Anglo-Saxon system has a procedure for 
resolving both current problems and those that come up, 
by an independent arbitrator, on the basis of precedent. 
The Securities Commission of the President of the 
Russian Federation, endowed with adequate powers, 
must play the role of arbitrator. The use of such a 
mechanism would diminish the lag in Russian legislation 
in covering the many phenomena forming on the secu- 
rities market. When that would be possible is another 
question. 


It is no secret that the differences of opinion of state organs 
do not presently allow unity in resolution of the conflicts. 
Inability to achieve a balance of interests has a disastrous 
effect on the development of the securities market and on 
the mechanisms for monitoring and resolving currently 
debatable issues. It seems that effective influence on the 
elaboration and adoption of concepts underlying the secu- 
rities market is possible only with a unified voice of market 
specialists and participants. 


Oil Minister on Siberia’s Role in Energy Complex 


944E1066A Moscow NEFTYANIK in Russian 
No 1-2, Jan-Feb 94 pp 2-4 


[Excerpts from report by Yu.K. Shafranik, Russian Fed- 
eration minister of fuel and power engineering: “Siberia 
in the Russian Fuel and Energy Complex”’} 


[Text] Russia’s main asset is its natural resources, pri- 
marily its fuel and energy resources, most of which are 
concentrated in Siberia. 


Russia owns 45 percent of the world’s gas reserves and 
23 percent of the coal. No other country in the world can 
compete with this. Siberia is still the energy center of 
Russia and of the whole Eurasian continent, and it will 
continue to be the center in the future. Siberia is the site 
of 85 percent of all Russian gas reserves, 75 percent of 
Russia’s coal, and 65 percent of its oil. These figures are 
simultaneously a source of pride and of resentment— 
pride in our potential and resentment because of the 
intolerable contradiction between this incalculable 
wealth and the incredibly low standard of living of the 
population of Russia in general and Siberia in particular. 
In fact, we have to live like beggars because of our 
fabulous wealth. 


This is particularly upsetting to me when I think of my 
native Tyumen Oblast. Of course, we have to admit that 
the uncompensated removal of resources from Siberia, 
as if it were a colony, was practiced in the past and is still 
being practiced today. Meanwhile, however, the mother 
country did not get rich either. That is why our main 
objective today consists not in equalizing everyone’s 
status at the lowest possible standard of living, but in 
rising to the level of world civilization. 
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This can be done on two conditions: First of all, the 
energy and economic interests of separate territories and 
regions of Russia have to be balanced; second, the more 
effective use of natural fuel and energy resources must be 
substituted for the squandering of these resources every- 
where. 


The fuel and energy complex can either consolidate 
Russia or engender separatism. 


Russia’s hydrocarbon reserves can satisfy our domestic 
needs for many years. The majority of European and 
eastern regions of the country have a shortage of energy 
resources, however, and can only cover their power 
engineering needs with supplies from Siberia. The total 
quantity of energy resources shipped from Siberia to 
other regions already exceeds 1.3 billion tonnes of stan- 
dard fuel units, while Siberia’s own energy consumption 
amounts to only 250 million tonnes. Reciprocal ship- 
ments of goods must be commensurate. This can only be 
secured by equalizing the prices of energy resources and 
other commodities. 


Today’s prices are not contributing to mutually benefi- 
cial relations between Siberian producers of energy and 
the consumers in other regions. As a result, some regions 
are curtailing their energy production, while others are 
curtailing all production. The Russian Federation Min- 
istry of Fuel and Power Engineering wants the prices of 
natural energy resources and energy products to be high 
enough to promote their efficient use by consumers. 


One of the main guidelines of the new energy policy is 
the more efficient use of energy in production and in the 
home. 


After the oil crisis of the 1970s the energy requirements 
of production in all countries were reduced by a factor of 
1.5. In Russia, however, the power-output ratio has risen 
34 percent in just the last two years. Today commercial 
production uses 0.5 kilograms of standard fuel units per 
dollar in Western Europe, 0.8 kg per dollar in the United 
States, and almost 1.5 kg per dollar in Russia. The 
continuation of this inefficient use of resources would be 
indefensible! Given today’s power-output ratio, the res- 
toration of commercial production just to the 1990 level 
would require an additional 200 million tonnes of stan- 
dard fuel units by 1997. Extraction volume, however, is 
unlikely to even be stabilized at the present level of 1.62 
billion tonnes of standard units by that time, which is 
200 million tonnes below the indicator for 1990. This 
already adds up to a discrepancy of 400 million tonnes 
between needs and capabilities, and this is equivalent to 
one-third of all the energy used in Russia today. The 
solution would be the institution of immediate anti- 
crisis measures to prevent the inefficient use of energy, 
but this cannot be done all at once. 


The Russian Federation Ministry of Fuel and Power 
Engineering feels that the best energy strategy for Russia 
would be a strategic move from the extraction of more 
and more hydrocarbons to the more efficient use of these 
resources. 
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The potential savings in energy resources as a result of 
the reduction of the demand for these resources by 
reducing proportional energy expenditures per unit of 
product, is quite impressive. The savings could amount 
to 200-22( million tonnes of standard fuel units by the 
year 2000, or an amount almost equivalent to the quan- 
tity consumed by all of Siberia today. Conserving fuel 
will cost only one-fourth as much as producing more. 


Energy conservation is also the main method of solving 
ecological problems. The proposed conservation mea- 
sures will prevent the emission of 1.5 million tonnes of 
pollutants into the atmosphere, and this is 10 percent of 
the total emissions of the fuel and energy complex today. 


It will not be enough, however, to simply announce this 
new policy line. That is why we propose the following as 
the mechanisms of its implementation: 


—a dramatic rise in the prices (up to triple the present 
amounts) of energy resources for excessive expendi- 
tures of energy per unit of product and the use of these 
funds specifically for the reconstruction of the power 
engineering equipment of enterprises and public util- 
ities. We cannot expect the price factor to stimulate 
conservation until energy expenditures represent 20- 
25 percent of the total cost of production instead of 
the present 6-9 percent; 


—the use of state credit, including conversion loans, to 
organize the production of equipment to record and 
monitor expenditures of energy resources and the 
provision of all consumers with this equipment within 
the next four or five years; 


—the creation of federal and regional conservation funds 
for the financial support of enterprises and individuals 
playing an active part in energy conservation. 


A bill “On Energy Conservation and the More Efficient 
Use of Fuel and Energy” has been drafted to lay the 
necessary legal foundation for this new policy. It will be 
extremely important for all members of the Russian 
Federation to recognize this new policy line as a long- 
term program of action. 


For Siberia, the new policy will not signify the loss of its 
monopoly in the extraction of energy resources, but a 
chance to use mineral resources more efficiently and to 
develop “protective” technology for the exploitation of 
natural resources. This is all the more important now 
that the main oil and gas extraction complexes are 
moving to the coast and shelf of the Arctic Ocean. 


The ownership of natural resources not only gives 
regions certain rights, but also the responsibility of the 
intelligent management of this property. 


The new law “On Mineral Resources” is only a partial 
solution to the problem of resource use. The new bill 
“On Oil and Gas” will define the procedures of licensing 
and working deposits and secure the necessary condi- 
tions for the reproduction of the raw material base and 
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for its intelligent and safe use. Legal instruments, how- 
ever, cannot solve all of the problems arising during 
different stages of the extraction, transport, storage, and 
processing of hydrocarbons. 


The Russian Federation Ministry of Fuel and Power 
Engineering supports the practice of tripartite agree- 
ments with territories and regions for the supplementary 
delineation of prerogatives and the definition of the rules 
of joint operations. We have negotiated this kind of 
contract with the Komi Republic, and it will be impor- 
tant to conclude the same kind of contract with the 
“Siberian Convention.” 


It will be important to avoid extreme contrasts. 
Resources of national significance cannot be the exclu- 
sive property of a village soviet, and the fact that the 
continental shelf is part of federal property does not 
mean that the interests of coastal ethnic communities 
can be ignored. This will permit a balanced approach to 
the development of the Yamal Peninsula as the main 
gas-bearing region of the Yamalo-Nenetsk Autonomous 
Okrug, of West Siberia, and of all Russia. 


Yes, the oil and gas complex of West Siberia is still the 
nucleus of the Russian fuel and energy complex. 


Russia’s oil complex, however, is in a state of severe 
crisis. The output of oil was reduced by 170 million 
tonnes, or by 30 percent, in the last four years and will be 
reduced even more. One of the main reasons was the 
severance of economic ties with the CIS countries, where 
most of the machine-building for the oil industry is still 
concentrated. The principal cause, however, was the 
shortage of investments at the precise time when the 
geological conditions of extraction and prospecting 
became much more complex. 


The average yield of oil wells in the industry today is 
12-13 tonnes a day, and around 17 tonnes a day in West 
Siberia, as compared to 36 tonnes in 1987-1988. The 
least-accessible reserves now represent 40 percent of the 
total instead of the earlier 28 percent. The volumes of 
exploitation and exploratory drilling have been reduced 
by 30-40 percent. The growth of industrial oil reserves 
has been reduced by a factor of 1.5. 


The Russian Federation Committee for Geology and the 
Use of Mineral Resources and the Russian Federation 
Ministry of Fuel and Power Engineering recently signed 
an agreement on participation by oil extraction enter- 
prises in the financing of geological prospecting and the 
transfer of oil and gas prospecting to the jurisdiction of 
the ministry. We hope this will prevent the collapse of 
these services and improve the preparatory work on new 
hydrocarbon reserves. An intergovernmental agreement 
was concluded and a council on oil and gas was estab- 
lished in Surgut not long ago. Agreements of this kind 
can unite the efforts of all interested partners in the 
stabilization of the West Siberian oil complex. 


The output of oil should be stabilized at 300 million 
tonnes by 1997. This will secure the necessary motor fuel 








This report contains information which is or may be copyrighted in a number of countries. Therefore, copying and/or 
further dissemination of the report is expressly prohibited without obtaining the permission of the copyright owner(s). 

















FBIS-USR-94-089 
16 August 1994 


production volume. We have a program for the technical 
renovation of all oil refineries to increase the intensity of 
refining from 63 to 75 percent. This will reduce the 
proportional output of residual fuel oil and necessitate 
the conversion of boiler rooms and municipal heat and 
power plants to operate on gas and the conversion of 
electric power plants to operate on coal. 


The gas industry is the only one in the fuel and energy 
complex with no decrease in production volumes. The 
constant growth of its output will continue, mainly on 
the strength of the development of the Yamal Peninsula. 
In this region, 25 deposits with known gas reserves of 9.3 
trillion cubic meters have already been found. We expect 
to increase the output of gas here to 100 billion cubic 
meters a year within the next 5-7 years. 


This, however, will require the resolution of several 
complex technological and ecological problems, particu- 
larly in connection with the passage across Cape Baydar- 
atsk. It will take all of our scientific potential, primarily 
the efforts of the Siberian Department of the Academy of 
Sciences, to avoid a repetition of the errors that were 
committed during the hasty development of the Tyumen 
oil fields. 


The safety of gas pipelines and the state of the environ- 
ment must be monitored constantly for the timely insti- 
tution of the necessary changes in exploitation and 
construction work. 


Although gas is an energy product with distinct prospects 
for growth in the next 15-79 years, the “gas interlude” 
must be used only as a temporary measure for the 
restructuring of other branches of the fuel and energy 
complex, particularly the coal industry. 


The Kuzbass and the Kansk-Achinsk fuel and energy 
complex are now experienc’1g the agonizing process of 
their rebirth. In our opinion, the doubts about the 
advisability of developing them are unfounded. Coking 
coal was and is the main raw material for metallurgy, and 
Kansk-Achinsk coal is irreplaceable as the main type of 
boiler and furnace fuel. 


We feel that the Siber tment of the Russian 
Academy of Sciences ch 2 on the functions of the 
main developer of the ..ate scientific and technical 
program of “Ecologically Safe Power Engineering” as the 
most interested and best-qualified crganization for the 
job. 


Development projects for the new machine-building 
facilities for the coal industry in the region have also 
been delayed. 


The Ministry of Fuel and Power Engineering will make a 
special effort to support the state program in the Kansk- 
Achinsk zone, which should serve as an example of 
integrated work by the coal industry, the railroads, and 
power engineering. The work on the program will require 
more than investment participation by the federation, 
the region, and economic entities. A special joint-stock 
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company should be established for the derivation of 
finished products—and not only in the form of electrical 
power, but also the synthetic fuels derived from the 
intensive and comprehensive processing of crude 
resources. 


Over the long range, the main center of the fuel and 
energy complex will begin to move from West to East 
Siberia in the year 2000. Existing gas reserves in Kras- 
noyarsk Kray and Irkutsk Oblast are sufficient for the 
extraction of up to 30 billion cubic meters here by 2010. 
This will permit the gasification of industrial centers in 
the ecologically distressed zone. The resource potential 
of gas and oil here is quite impressive. 


Under the new economic conditions, marketing is the 
main problem—the search for sales markets and the 
engagement of local consumers and consumers in neigh- 
boring regions. This issue has not received sufficient 
attention yet, although the local Russiopetroleum Com- 
pany already has some proposals. It seems to us that the 
activities of other regional companies should also begin 
with the compilation of a business plan for the develop- 
ment of the Yurubcheno-Tokhomsk zone and the Verkh- 
nechonsk deposit and a search for consumers and inves- 
tors. They include the Eastern Oil Company, uniting oil 
refineries and production units in the Siberian region. 


In this respect, the plans for Yakut gas are more 
advanced. Technical and economic feasibility studies of 
the development of the deposits, the construction of a 
pipeline, and the shipment of gas to Maritime Kray, 
South Korea, and Japan presuppose investment in the 
Sakha Republic gas complex with a potential output of 
up to 20 billion cubic meters. 


We have an urgent need for the more efficient transport 
of energy resources out of Siberia (to the east and west) 
and within the region itself. The flow of energy resources 
should depend not on arbitrary choices, but exclusively 
on economic expediency, and primarily on pricing 
policy. 


Today the rising costs of rail transport have virtually 
stopped the shipment of Kansk-Achinsk coal out of 
Siberia. This is largely justified, because shipments of 
“unrefined” coal contain up to 30 percent barren rock. 
That is why there is an urgent need for the development 
of local coal-concentrating factories. 


The shipment of crude oil from Northwest Siberia to the 
Omsk, Achinsk, and Komsomolsk refineries for recip- 
rocal shipments of petroleum products is also completely 
counterproductive. That is why we are willing to work 
with the regions to review the distribution of large and 
small refineries for the purpose of avoiding unnecessary 
shipping costs. 


The new energy policy is a definite rejection of power 
engineering “giants” in favor of an efficient and econom- 
ically sound combination of the large power engineering 
complexes of Siberia with small local suppliers of energy 
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resources. The zone of decentralized energy consump- 
tion covers two-thirds of the territory of Russia, 
including the Far East, the North, and the Transbaykal 
region. So-called “small-scale” power engineering should 
be developed here: small gas-turbine heat and electric 
power plants, gas-heat generators, wind-diesel stations, 
and small nuclear facilities. There has been very little use 
of thermal pumps, although some experience in pro- 
ducing these has already been accumulated in 
Novosibirsk through the integrated efforts of academy 
science and converted enterprises. 


The conversion of the Siberian “defense complex” in the 
interest of the fuel and energy complex, “small-scale” 
power engineering, and energy conservation, however, is 
still progressing too slowly. This will require the con- 
certed efforts of ministries, industries, and enterprises. 
We are willing to work with the “Siberian Convention” 
in this area. 


It is time to move from words to action in environmental 
protection projects in the Lake Baykal zone. The min- 
istry is willing to support the creation of non-traditional 
types of power engineering facilities here. It seems to us 
that it would be advisable to establish a non-traditional 
power engineering research institute in the Siberian 
Department of the Russian Academy of Sciences. 


The Unified Power System and the Unified Gas Supply 
System should continue to play an integrating role. 


The enhancement of the self-sufficiency of regions will 
underscore, and not refute, the mutual economic bene- 
fits of the unified fuel and energy systems. 


The issuance of stock in enterprises of the fuel and 
energy complex is not a division of property, but a 
method of augmenting the responsibility of all partners 
for the more efficient operation of power engineering 
facilities and of attracting a diverse group of investors 
for the development of these facilities. 


Under the conditions of the “natural” technological 
monopoly, the gas and power systems have remained 
more centralized. Five integrated companies in the oil 
industry already handle all operations “from the oil well 
to the gas pump”—Lukoil, Yukos, Surgutneftegaz, and 
others. The opening of an Eastern Oil Company for 
Siberia is being considered. 


In the locations where producers have technological 
links with processors in other region or even in the CIS 
and other countries, they should either form joint-stock 
companies or buy one another’s fixed capital. 


The issuance of stock in coal enterprises is a more 
complex undertaking because the whole industry is sub- 
sidized. The Rosugol mines are still under management 
by a trust company. 


The denationalization of enterprises of the fuel and energy 
complex has been accompanied by the establishment of 
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free private firms with participation by commercial 
domestic and foreign capital. 


Under the conditions of the heightened economic 
autonomy of sectorial structures and regions, the Min- 
istry of Fuel and Power Engineering is being relieved of 
routine managerial functions and is concentrating on the 
planning of energy strategy and its implementation by 
establishing the proper “rules of behavior” for all of the 
parties in the energy market without exception. 


The state-controlled energy market is the chief mecha- 
nism for the pursuit of energy policy. 


Under the new economic conditions, the state cannot 
guarantee the necessary development of the fuel and 
energy complex in a centralized manner. That is why its 
role (and the role of the Ministry of Fuel and Power 
Engineering) consists in conducting pricing policy and 
developing credit and tax mechanisms for the support of 
chosen priorities. 


The implementation of energy policy requires concerted 
action by federal and regional agencies. We feel it would be 
advisable to consider the creation of regional agencies for 
the management of the Siberian fuel and energy compiex 
under the joint jurisdiction of the Ministry of Fuel and 
Power Engineering and the “Siberian Convention.” 


The combined council of experts of the Russian Feder- 
ation Ministry of Fuel and Power Engineering and the 
Siberian Department of the Russian Academy of Sci- 
ences supported the idea of creating joint regional- 
sectorial structures. Now it is time to make the move 
from memorandums to coordinated action. 


The “Russian Energy Strategy,’ which is being elabo- 
rated at the request of the Government of the Russian 
Federation, has clearly defined regional aims. The Sibe- 
rian element of the “Strategy” is being planned by 
Siberian organizations with the help of the Russian 
Academy of Sciences. It would be advisable for all other 
agencies of the executive branch of government of fed- 
eration members to participate in this work. 


Only collective ingenuity and joint participation in the 
implementation of the approved “Strategy” will permit 
the use of local energy potential for the restoration of the 
socioeconomic sphere of Siberia and all of Russia. 


Deputy Finance Minister on Foreign Debts 


944F1052A Moscow MOSKOVSKIY KOMSOMOLETS 
in Russian 12 Jul 94 p 2 


[Article prepared by Andrey Lapik, including interview 
with Igor Andreyevich Selivanov, Russian Federation 
Deputy Minister of Finance, and commentary from 
Andrey Rappoport, chairman of the board of the Alpha 
Bank: “Our Debts Are Heavy”; date and place of inter- 
view not given] 
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[Text] The Americans have a saying: if you owe $100— 
that is your problem, but if you owe $100,000—that is 
already your bank’s problem. 


American folklore does not work in Russia. Judge for 
yourselves: we owe the West $70 billion, we are owed $160 
billion. It would seem to be in order to be upset just 
because of the latter. In the end, the fact that each Russian 
citizen owes $530 is quite compensated for by the fact that 
each one is owed more than twice that. 


It would be enough to have at least half of this money paid 
back and then Russia would not have any problems with 
creditors. But who has seriously been pondering over this 
matter? 


In first place are the negotiations about deferment of our 
payments: to quarrel with Germany, Italy or America in 
our position is completely out of the question. But whether 
Vietnam, Mongolia or some place like Uganda can be 
relied on to pay us is inconsequential. No one is even likely 
counting on these countries. It is at least good that helping 
them is no longer necessary. But, by the way, it is to no 
purpose: we are not so rich that we can forget about our 
debtors... 


Today, we are offering the reader two points of view on 
this problem. The first one—the official one—is 
expressed by Russian Federation [RF] Deputy Minister of 
Finance Igor Selivanov. The second one belongs to Andrey 
Rappoport, chairman of the board of the Alpha Bank. 


It is .uc suprising that their views do not coincide much. 
Neither in the government nor in entrepreneurial circles 
does there exist a common opinion about how we should 
act with our creditors and debtors. Few people in general 
are delving into this problem professionally. In the open 
press, it is not being discussed for all practical purposes 
and many figures have remained hidden up till now even 
for the specialists. There is no common method of calcu- 
lation and no common policy with respect to our debtors. 
On the other hand, there are the interests of the various 
departments and groups, which conflict with one another 
as soon as the matter gets down to specific transactions 
associated with the repayment of the debts to our poor 
state. Although, perhaps, it is not all that poor if it allows 
itself to be robbed? 


[Boxed material: Igor Selivanov: ““‘We ourselves have 
taught many countries to be parasites. And now Russia’s 
debts are regarded by them as the lowest priorities....””] 


[Lapik] Igor Andreyevich, for a start, let us define 
precisely: which countries and how much we owe. From 
what does this debt arise? Who are our main creditors? 


[Selivanov] The debt’s overall amount is around $80 
billion. Russia’s direct debts are $7-8 billion and the rest 
are the former USSR’s debts. We owe the most to 
Germany, Italy, France, Japan, Austria, the USA and 
Great Britain. To the rest, we owe much less. 
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If we talk about the structure of our debt, a portion of the 
credits has been obtained by us through intergovern- 
mental agreements. Their repayment is being followed 
by the Paris Club, to whom we owe $36 billion. To the 
London Club, which unites the creditor banks, our 
obligations are $26 billion. The remainder is the debts to 
various companies and firms. A significant portion of 
the former USSR’s debt is overdue. The payments on the 
purely Russian debts are proceeding punctually. 


[Lapik] How did it turn out that we are in debt even to 
the former socialist countries? 


[Selivanov] We owe Poland, the Czech Republic, Slo- 
vakia and Bulgaria $1-2 billion. In fact, for decades, we 
supplied them with electricity, raw materials and equip- 
ment, but we also purchased a lot. Remember: clothing, 
footwear, cosmetics and foodstuffs—all came to us from 
these countries. In addition, several times, we wrote off 
their commodity turnover debts and gave them free 
assistance. But, at the time of the closing out of the 
clearing operations, we found ourselves in the debit 
column because, in recent years, the trade balance was 
not in our favor. Even though the prices for our raw 
material commodities were significantly lower than the 
world prices. Especially for gas. 


The main thing at present is the agreement with our 
former CEMA partners on the factors for the conversion 
of the transferable rubles into dollars. This is being done 
in order to reduce the various parts of the debt to a 
common denominator. After these factors have been 
established, the final amounts of the mutual claims and 
obligations are supposed to be determined. 


[Lapik] Is there not a danger that our debts, which are 
scattered around the entire world, will be bought up 
cheaply by some state or concern—so that they can then 
dictate their own terms to us (for example, to advance 
territorial claims)? After all, is Germany buying up 
Poland’s debts for some reason or other? 


[Selivanov] This danger exists purely theoretically. This 
is an enormous risk and hardly anyone will want to do 
business with us. Everyone knows that it is not that 
simple to put pressure on our country. If, for some 
reason, we do not pay Italy, then if, say, Japan buys up 
the Italian claims against us, we will not pay Japan 
either. 


Moreover, we can actually only talk about the suppliers’ 
credits being bought up. These amount to $7 billion. 
Even if these debts are bought up for a third of the price, 
all the same, this is more than all the foreign investments 
made last year in the Russian economy. Who will want to 
throw this kind of money who knows where? 


Although, on a limited scale, the buying up of claims on 
Russia at a discount is being carried out by certain 
companies. But not for the purpose of organizing pres- 
sure, but rather, in order to obtain a profit from their 
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subsequent resale or in the hope of an inevitable solution 
of the problem of this indebtedness by Russia. 


As for the London and Paris clubs, there can be no 
pressure here of any kind, since we are solving our own 
matters officially—by means of meetings and negotia- 
tions. In the Paris Club, we face 18 of its members, while, 
in the instance of the London Club, there are 600 banks. 
This is why everything is being decided on the basis of 
mutual agreement. 


[Lapik] Might Russia find itself in the position of a 
hopeless debtor? 


[Selivanov] No, we are now pursuing a policy of limiting 
foreign loans and we are working out a mechanism for 
managing the foreign debt. Recently, the Federal 
Assembly adopted a law on limiting the sizes of new 
foreign loans, which will make it possible to remain 
within the limits of the existing debt. 


[Lapik] Several years ago, Romania decided abruptly to 
pay off its foreign debts. There was an absolutely terrible 
situation there: they economized on everything and they 
even turned off the lights, but they solved the problem. 


Have not plans been made in our country for similar 
measures for the prompt repayment of the debts? 


[Selivanov] There is no need for this. All the creditors 
understand that we have an objective reason for not 
fulfilling our obligations completely, inasmuch as, as I 
have already said, a large portion of the debt burden has 
been inherited by us from the former USSR. The 
reforming of the economy, coupled with the production 
slump, also does not allow us to increase the payment 
amounts. This ‘s why we are operating within the limits 
of what is possitle. And our main creditors are meeting 
us halfway, extending the payment deadlines and 
restructuring our indebtedness. 


[Lapik] If our debt to Western creditors has at least some 
kind of repayment system, what is happening with our 
own debtors? 


[Selivanov] The situation in our country with respect to 
assets is ambiguous. Our country is a net creditor. In 
dollars, the indebtedness to Russia is more than $160 
billion. 


The problem lies in the fact that these debts have been 
expressed in rubles. According to the conversion terms, 
the offical State Bank exchange rate in effect at that time, 
50-60 kopecks to the dollar, is supposed to be used. 
Proceeding on this basis, the 94 billion Soviet rubles [R] 
are equivalent to $160 billion. 


In 1992, the Central Bank’s exchange rate was named the 
official one. And many debtors raised the question about 
converting the ruble debt to a dollar debt based on the 
TsB [Central Bank] quotation. If it is taken into account 
that the dollar’s exchange rate has currently passed the 
R2,000 level, then it turns out that almost no one owes 
us anything given these calculations. 
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Later, the RF Central Bank issued a statement: specially 
for payment-clearing relations with borrowers, for state 
credits and various trade agreements with the USSR, the 
Central Bank of Russia will quote monthly a ruble- 
to-dollar exchange rate while retaining the former mech- 
anism for its establishment. Currently, the USSR State 
Bank exchange rate, established by the Bank of Russia, is 
being published by the Reuters Agency. For today, it is 
58 kopecks to the dollar. 


Many countries have concurred with this, but some are 
making use of the vagueness. Even though it is obvious 
that it is impossible to compare the Russian ruble and 
the ruble used as the accounting unit in the credit 
agreements. But, if there are grounds for raising this 
question, why would this not be done? 


[Lapik] Is there a system for working with the debtor 
countries? What are the prospects for the repayment of 
the debts? 


[Selivanov] The prospects for the repayment of the debts 
in full are very unlikely. However, several mechanisms 
for the repayment of these debts have been worked out 
and do exist. 


The first, the most preferable, is payment in SKV [freely 
convertible currency]. Then comes in-kind payment in 
goods. Then, from the standpoint of the future, the most 
likely form of repayment is the reinvestment of part of 
the debt in the debtor country’s economy and the sale of 
the debt in the secondary debentures market. 


The practice of applying these mechanisms is extremely 
diverse. The amounts in currency, which are coming 
from the debtors, are at the level of $100 million a year 
and the possibilities for increasing them are not very 
practical, since the exporting potential of the countries to 
which we extended credits, on the whole, is extremely 
low. 


The most widespread one is the repayment of the debt 
with goods. But here there are a mass of problems and 
complications. The main thing is the low quality of the 
offered goods and the high prices, which are frequently 
higher than world prices by 40-50 percent. 


The system which existed previously for the compilation 
of the lists of goods for the repayment of the credits and 
the system for internal calculations did not in any way 
arose any interest among the domestic customers and 
importers in changing anything in this practice. And 
there were other tasks to deal with first: to saturate the 
Russian, formerly the Soviet, market with goods. What 
kind is not important. With the elimination of the state 
trade system, the questions of the price and quality of 
these goods came to the forefront. Here, the former 
system began to malfunction, since a commodity 
imported into the country either was not in demand or it 
was purchased, but for 20-30 percent of the contract 
price. This is making it necessary to change the basic 
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approaches to this problem. But everything is being 
complicated by the strong inertia. 


In addition, we ourselves have taught many countries to 
be parasites. It is not enough that they have settled with 
us reluctantly. The debtor himself established the repay- 
ment terms, provided the list of goods which he was 
prepared to offer for the repayment of the debt and 
dictated the prices. 


Naturally, the goods which he could export for currency 
were not offered to us. 


Now, the MVES [Ministry of Foreign Economic Rela- 
tions} and the Minfin [Ministry of Finance] are 
attempting to establish a mechanism for importing only 
those goods which are needed in our market. We no 
longer want to take whatever they give us. 


The fact is that, last year and the year before that, the 
ruble equivalent of the goods imported into the RF, 
which went into the budget, amounted to 20-30 percent 
of the contract price. I.e., conditionally, for one ruble of 
debt, the treasury received 20-30 kopecks. And it was 
necessary to accept this because there was no interest on 
the part of either the supplier or the state customer. 


For example, Algerian dates brought into the budget a 
total of 6 percent of the contract price. Even though they 
were selling at retail for R600 and not for R250, as the 
customer proposed buying them from the state. Natu- 
rally, there are always those who want to catch their own 
golden fish in troubled waters and the mechanism for 
automatic subsidization of such importing only fur- 
thered this. 


A new tender system, when any organization, regardless 
of the form of ownership, lays down its own terms, on 
which it is prepared to import a commodity, should 
break down the former system. The Ministry of Finance 
is proceeding on the basis that it is necessary to get away 
from the commodity lists as well. If a debtor country give 
us a certain amount for repayment, an authorized firm 
itself—the tender winner—should find in the local 
market goods which can be sold in Russia with the 
greatest efficiency... 


[Lapik] Why do the debtor countries act toward us as if 
it is not they who owe us, but rather, we who owe them? 


[Selivanov] The RF’s debts are regarded in the third 
world as the least priorities. Russia currently cannot give 
anything to these countries—unlike the USA, Britain or 
Germany, which are continuing to increase their own 
presences there. 


In addition, believe me, it is difficult to break the 
psychological barrier and pound on the table with a fist: 
we are accepted there as old friends and unselfish part- 
ners. 


[Lapik] Have we not tried to rid ourselves of such 
“friendship,”’ having sold debts to third countries? 
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[Selivanov] Yes, but this is very complicated. Many 
countries view such selling unfavorably. And, without a 
mutual agreement, you cannot conduct such a transac- 
tion. They simply will not acknowledge it. 


In addition, basically, state indebtedness has not been 
formalized by financial instruments. 


[Lapik] Are we not practicing the purchasing of conces- 
sions, i.e., the rights to develop deposits abroad? 


[Selivanov] Such attempts have been undertaken in 
Madagascar and Tanzania. But the fact is that the 
conversion of an enterprise or a mine into a concession 
or property entails additional expenditures—it is neces- 
sary to pay the former stockholders and to carry out 
technical operations. All this leads to an increase in these 
countries’ budget deficits and they, as a rule, are rigidly 
controlled by the MVF [International Monetary Fund]. 


For example, in Madagascar, we are prepared to reinvest 
our debt. There are projects which interest us and there 
are a Russian investor and a mechanism for the realiza- 
tion of the project, but, in the current year, Madagascar 
cannot allocate more than $2 million for this program, 
while we are talking about sums which exceed that many 
times over... 


[Lapik] Are there not specific successes with respect to 
the repayment of debt? 


[Selivanov] I do not believe so. Although, if the tender 
system starts working, the commodity form of repay- 
ment may become sufficiently efficient. In the future, 
such forms as reinvestment of the debts or their sale to 
third countries will move into first place. It is necessary 
to shift from one-time and small transactions of this 
nature to large-scale transactions with our assets. 
Undoubtedly, they should serve as a large source of 
budget receipts. 


[Boxed material: Andrey Rappoport: “It is necessary to 
raise the question: how do we reduce our debt depen- 
dence? It is possible to increase exporting, to raise 
taxes—and to repay the debts. It is possible to exchange 
foreign debentures for our own or simply to sell them. 
Finally, it is possible simply not to pay....’’] 


Purely based on the figures, our state’s balance is not 
really that bad. 


Given any set of calculations, we are owed no less than 
what we ourselves owe. The main problem lies in the 
debt’s structure. We basically owe the first-class coun- 
tries with solid currencies and stable economies. But our 
debtors are the countries of the third world and former 
socialist camp partners. Many of them today are com- 
pletely hopeless. 


There are, it is true, good borrowers as well—Iraq and 
Libya. They can repay the debts even tomorrow. These 
are rich countries. In Libya, students are receiving a 
stipend of around $600 per month. But we went along 
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with America in policy. And this makes our chances of 
receiving the debt negligible. 


In general, here we are running into a completely new 
problem. On the one hand, we urgently need to sell our 
products for export, in order to obtain currency and to 
support production. On the other hand, they are being 
taken only by those countries which can pay with con- 
sumer goods for which we no longer have any demand. A 
double sales crisis. The preservation of backwardness. 
The artificial lowering of the standard of living. 


If we were allowed into the Western markets, it would be 
easier. But, for the time being, in payment for the old debt, 
we are accepting a new batch of poor goods—a crisis in the 
domestic economy, it may be said, has been ensured. 


In addition to this, from time to time, we make certain 
concessions to our debtors. Boris Nikolayevich [Yeltsin], 
for example, during his last visit, actually gave back to 
the Hindus a significant portion of their debt, having 
granted a 45-year deferment of payments. At least, it is 
still possible to do business with India, even given the 
present crisis.... 


Much worse is the fact that, with many countries, we 
have debt agreements which have generally not even 
been formalized. For example, we supplied weapons to 
Angola on the basis of the oral instructions of the then 
leaders of the party and the government. In the budget, 
they provided a general article for assistance, but they 
did not formalize this in any way. But, if there is no 
signature, then, perhaps, this was a gift? 


Now, the government delegations are feverishly 
attempting to reduce such “credits” to a form of prom- 
issory note or agreement. But, after we turned our policy 
toward a different direction, they simply do not want to 
do business with us. If you take into account the fact that 
we helped many whose entire state consisted of a single 
tribe and there is not even a trace of any kind of 
accounting department, then it is quite possible we will 
have to say goodby to many amounts. 


However, one means still remains: informal relations. If 
you do something for the chief of a tribe—they sign. But 
it is necessary to know whom to do for and how. 
Naturally, the state bureaucrats will not go for this. But 
then, all the same, there is no guarantee that they will pay 
us even a signed promissory note.... 


An individual approach is needed for each debtor. On 
one, it is necessary to exert political pressure, on 
another—economic pressure. 


Political support in these matters is extremely impor- 
tant. Lately, the Russian Ministry of Foreign Affairs has 
begun to change its course and this is bringing us closer 
to those spheres of influence which we used to have. 


The developing countries are objectively in need of 
patronage. America cannot control the entire world. If 
there is a Somalia, there is and will always be an Ethiopia 
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opposite it. Now, America is supporting Ethiopia. This 
objectively compels Somalia to search for allies on the 
other side. If they come to us and, at the same time, do 
not want to repay the debts—at least with dates or with 
land and concessions—we will simply blockade their 
market and no one at all will trade with this state. 


But such a policy should not be an end in itself: to be a 
great power in name only—is absurd. The goals is to 
become richer so that we mine diamonds in the Republic 
of South Africa, instead of having them mining dia- 
monds in our country in Yakutia. 


Another matter is that a state policy aimed at the 
repayment of debts is not always effective—especially 
with respect to small, semi-colonial countries. Quite 
specific commercial structures have much more influ- 
ence on the leaders of certain states than all the politi- 
cians taken together. Also, there is no shame in taking 
advantage of this. 


For example, we know well that a certain African kinglet, 
who owed us a respectable sum, is keeping his own 
fortune in a large German bank. He pays this bank under 
any conditions and the rest—never. If the Russian Gov- 
ernment sells this hopeless debt to some private firm 
which will be able to reach an agreement with the 
German bank, the money will be rescued. 


We have already had experience in the selling of the debts of 
Uganda and Ghana. And, as far as I know, quite success- 
fully. But, on the whole, there is no system in this business. 





Chart 1 in Tabular Form. Whom Do We Owe? 























Country Amount (in Billions of Dollars) 
Germany 23.0 
Italy 8.3 
Japan 6.8 
France 5.5 
USA 45 
Austria 2.8 








Throughout the entire world, debts are bought and sold. 
Depending on a country’s solvency and its economic and 
political conditions, this exchange rate changes con- 
stantly. Our country’s debt, for example, has fluctuated 
over the last few years from 53 cents to |! cents on the 
dollar. Currently, our debts are being quoted within the 
range of 26-28 cents. God alone knows what the result 
will be. There is a final barrier—20, and then—no 
prospects and no hope. 


I will stipulate that we are talking only about commercial 
debts, on which banks can speculate. But, all the same, 
we are talking about a very respectable sum. 


So, we could buy up these debts ourselves—on the cheap. 
l.e., having borrowed a dollar, we could pay it back today 
for 28 cents. However, buying up one’s own debts is 
considered to be unethical. The government accused of 
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this practice loses face. However, it is possible to operate 
not directly, but rather, through authorized agents who, 
after receiving instructions, buy up the debts in their 
own names. For whom and why is unknown. The moral 
aspect is thus removed. The state is just supposed to 
guarantee privately that it will pay the authorized agents 
all the necessary costs associated with this transaction. 


This is precisely what the Yugoslavians did at one time, 
having given permission to commercial banks to buy their 
debts from Western creditors. Yugoslavia had been the third 
largest debtor in the world: its net debt exceeded $9 billion. 
After 2 years, the total debt of the SFRYu [Socialist Federal 
Republic of Yugoslavia] had decreased to $6 billion and, if 
it were not for the internal problems, it might have been 
reduced to an altogether minimal amount. 


It is possible to exchange and sell debts and to raise and 
lower their quotation in the financial market. The only 
thing impossible is to sit and wait until you turn blue, 
when they will return them to you or, conversely, 
demand payment with interest. However, we are oper- 
ating basically straightforwardly: either we pay or we do 
not—depending on the political conditions; either we 
wait for repayment or we write off the debts as com- 
pletely hopeless. This is the passive position. 


It is necessary to raise the question: How do we reduce 
our debt dependence? It is possible to increase exporting, 
to raise taxes—and to pay back the debts. It is possible to 
exchange foreign debentures for our own or simply to sell 
them. Finally, it is possible simply not to pay. At least, 
there will be a certain definiteness. 


Then why has almost no headway been made in our country 
in this scheme? In my opinion, the main aspect hindering 
the entire matter is the bureaucratic one. Buying up our own 
debts for 28 cents is a good thing. But, after all, in order to 
buy, it is at least necessary to sell something. For example, 
Angola owes us nearly $3 billion. This is a very promising 
country and there are large reserves of ore and diamonds 
there. But our influence on it today is scant. On the other 
hand, American interests are represented very widely. And 
Angola is obligated to pay the Americans: not with money, 
but with concessions for the extraction of minerals. 





Chart 2 in Tabular Form. Who Owes Us? 



































Country Amount (in Billions of Dollars) 
Cuba 17.4 
Mongolia ; 10.7 
Vietnam 10.0 
India 9.1 
Syria 71 
Afghanistan §.2 
Ethiopia 3.3 
eo 3.0 
Libya ee 1.5 
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However, it is hardly possible today to sell the Angolan 
debt for more than | 1 cents on the dollar. However, what 
bureaucrat would take upon himself the responsibility 
for giving such an order—to sell? He would be immedi- 
ately accused of corruption and, if Angola’s debt, after 
falling into other hands, begins to increase in price and, 
after several months, amounts, for example, to 15 
cenis—they will “hang” this entire difference on the 
bureaucrat who made the decision. How much did the 
state come up short there? $120 million? A scandal! But 
after all, this is a market. Practice has shown: it is 
necessary to sell at 1 |—we would pay less interest on the 
basic debt.... 


Perhaps, there are no specialists in high positions? But 
the deputy prime minister who watches over this ques- 
tion in the government is not at all obligated to delve 
into this problem professionally. For example, there 
exist specialized structures in the Ministry of Finance to 
do this. Another thing is the fact that those working there 
are basically theoreticians who do not know the market. 
But there are also practical workers—financiers and 
bankers. If there were only the desire to employ this 
potential... 


For the time being, the Russian financia’ structures are 
operating in the Western market highly spontaneously. 
They are buying up and selling promissory notes of the 
Vneshekonombank [Foreign Economic Activity Bank] 
and bonds of the Ministry of Finance, which are offi- 
cially quoted. 


But this is not an operation involving the debt, but 
rather, speculation. I buy securies, knowing that they will 
soon increase in price. From 11! percent to 53 percent is 
a good profit. It is simply necessary to know when to buy 
and when to sell. 


The situation involving our enterprises’ debts to Western 
banks is more complicated. We can buy up an enter- 
prise’s debt, saying now that it is not the enterprise 
which owes, but rather, that we do. This is done only 
when it is certain that the enterprise is able to establish 
the production of good export products and, after some 
time, will pay off the debts together with interest. A 
raisin is another matter: we do not simply repurchase its 
debt for money, but we use other instruments. 


Let us assume that our production association owes a 
German bank. We assume this debt ourselves. But we 
pay off not with money, but with shares of this bank, 
which it is obliged to accept at the nominal value, even 
though we bought them much more cheaply. 


It is clear that the shares of a normal strong bank cannot 
cost in the open market less than their nominal value. 
But a complicated scheme comes into play here. In fact, 
I first buy the securities of another bank—a weaker one, 
whose portfolio, however, contains shares of my cred- 
itor. When I submit to the weak bank its securities for 
repayment, there is nothing else it can do except to settle 
with me using shares of the bank which interests me, 
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because it cannot settle using money. As a result, I pay 
off a debt in the amount of $10 million, having really 
paid only half the amount. 


It is possible for one such transaction to take a year: 
endless negotiations, trips, the gathering of information 
and the thinking out of doubling schemes. To buy low 
and sell high, in fact, is not all that simple. Therefore, it 
is necessary to see if it is not possible to buy something 
else which it will later be possible to exchange for 
something more valuable. 


Of course, it is possible to operate in a different manner, 
like the Japanese banks operate, for example: not to 
show losses, not to sell one’s own securities for less than 
the nominal value and to wait until the debtors do pay in 
full. But we do not have the time. We must hurry, 
because we are poor. We need money today and not in 
10-15 years. But unfortunately, the situation is taking 
shape in such a fashion that the matter involving our 
debtors will be hanging in the air for a long time to come 
yet. 


The Western countries are not giving us ultimatum 
terms, are not demanding immediate repayment of the 
debts and are making concessions to us. The only thing 
which truly concerns them is that we pay the interest on 
time. But the interest varies. If we spend a large portion 
of the currency earnings on servicing the foreign debt, 
then we cannot even talk about any kind of economic 
development whatsoever. 


Media Role in MMM Scandal Viewed 


944Q00534A Moscow KOMMERSANT-DAILY 
in Russian 30 Jul 94 p 4 


{Commentary by Maksim Sokolov: “What Happened 
This Week”’] 


[Text] “The Black Shawl,” a romantic song immensely 
popular in the 1820's, now has a chance to become again 
the No. | hit in Russia. Recalling his business relations 
with the young Greek Sergey Panteleyevich Mavrodi, 
romantically spurned Leonid Golubkov will sing: “When 
I was young and credulous, I was passionately in love 
with a Greek maiden. The lovely maiden gave me her 
kisses, but soon a black day came in my life. One day I 
gathered together a merry company” (meaning Leonid’s 
meeting with brother Ivan—KOMMERSANT), “and a 
lowly Jew knocked on my door” (apparently someone 
from the Ministry of Economics—KOMMERSANT). 
“You are having a feast with friends,” he whispered, 
‘“‘while your Greek maiden is unfaithful to you,” etc. The 
finale of Pushkin’s ballad is terrible, though. “Alone, | 
enter the faraway chamber” (26 Warsaw Highway— 
KOMMERSANT) “and see an Armenian” (probably 
some representative of party or military-industrial 
banks—KOMMERSANT) “kissing the unfaithful 
maiden. I remember the pleas, the blood spilled; the 
Greek maiden was dead, and my love with it”—we 
should hope, however, that Leonid (and, even more 
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importantly, his brother, excavator operator Ivan) will 
be less romantic in their behavior. Or at least that the 
state television will finally refrain from romance and will 
not show as the final installment of the MMM AO 
[joint-stock society) video clip series excavator operator 
Ivan’s confession: “I trampled the headless body and 
stood there for eternity, pale, looking at the maiden.” 


Apparently in preparation for pleading with the exca- 
vator operator, Mavrodi’s press secretary, Sergey Tara- 
nov, prepared convincing arguments capable of 
prompting Ivan to give up on his evil designs: “The 
MMM is not using any laughable pyramid principles; we 
have not committed any fraudulent activities with 
respect to our stockholders or the state. All MMM 
income comes from high-profit operations in Russian 
business. This is completely obvious.” 


The only thing that is “completely obvious” from the 
MMM press service’s reasoning is that in their view high 
income and fraud, much as genius and evil, are incom- 
patible, since the absence of any attributes of fraud in 
MMM actions is being convincingly proven by their high 
profitability. It is rather hard to comprehend, if one 
follows MMM logic, why the criminal codes of all 
countries without exception give a prominent place to 
mercenary crimes. If an unlawful undertaking cannot be 
highly profitable, then it is not quite clear why thieves, 
crooks, and robbers put themselves in danger of harsh 
punishment for no mercenary gain whatsoever. Appar- 
ently the key to the paradox is that in reality persons who 
commit crimes against property do so not for mercenary 
motives—how can it be mercenary if there is no gain— 
but out of pure hooliganism. Hence, from now on al! 
sorts of swindling, bribe-taking, robbery, and so on 
should be prosecuted under the Article 206— 
hooliganism—of the Russian Federation Criminal Code, 
more or less the same as using unprintable invectives in 
a public place, which of course does not pursue any 
material gain. 


The danger of use of unprintable invectives in public 
places on a mass scale caused great anxiety in the LDPR 
[Liberal Democratic Party of Russia], which issued a 
statement: “The provocational hoopla in the mass media 
and, most importantly, the realistic possibility that 
MMM will be able to quickly collect signatures through 
its structures expressing no-confidence in the govern- 
ment and the parliament, make this situation political 
throughout. This holds a threat of confrontation between 
millions of people and the authorities.” 


Currently three structures of different calibers are on the 
scene that base their actions on the thesis of the omnip- 
otence of Mavrodi, who is capable of calling up a 
referendum, overthrowing the government, etc. 


The first of these structures is MMM itself, to which, of 
course, we cannot direct any questions—when you are 
about to be hanged, you come up with even flimsier 
theses. There is not much to ask from the second 
structure—the LDPR. After all, Zhirinovskiy and 
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Mavrodi are engaged in the same important business— 
exploiting human stupidity (one in politics and the other 
in economics) with particular cynicism and on an espe- 
cially great scale. Those of the same ilk must sooner or 
later come to an understanding, and Zhirinovskiy’s 
constant desperate need for money, and Mavrodi’s 
equally desperate need for political support simply dic- 
tate the necessity of mutual understanding. The one that 
is most interesting, though, is the third companion of the 
MMM and LDPR, namely, NEZAVISIMAYA 
GAZETA, which published on the front page material 
proclaiming Mavrodi a popular benefactor who gives 
people restitution for ‘all that has been stolen through 
devaluation of our deposits in the State Savings Bank.”’ 
It advises the president to capitulate to Mavrodi by 
having the state assume MMM’s obligations (in principle 
impossible to fulfill), or otherwise Mavrodi will become 
president: “What other president does the country need 
if not he who had been able to bring in people’s money to 
fulfill people’s goals (sic|—KOMMERSANT), and on a 
voluntary basis at that?” 


If the explanation for the journalistic masterpiece is the 
newspaper’s marginal philosophy and direct contact 
between the publisher and Mavrodi, there is no great 
problem in it—after all, this is what independence is for. 
However, the fact that the mouthpiece of the VPK 
[military-industrial complex] and “goods producers,” 
that is, lobbyists, jumped into a frenzied apology of the 
certainly no-longer-respectable Mavrodi suggests a pos- 
sibility of the third, and the most unpleasant guess: If the 
directive came not from the “rebellious mind” and not 
from Mavrodi, but from party-military-industrial circles, 
then it means that the list of Mavrodi’s cohorts may 
include some very influential people, resolved to ride 
into power on the wave of the swindle they themselves 
organized, thus implementing the long-promised merger 
between the state and undisguised criminality. In this 
sense we should pray to God that the source of St. 
Mavrodi’s hagiology was only the newspaper’s internal 
policy and the “goods producers” from the VPK had 
nothing to do with it. 


As to the fact that playing “pyramid” may provide that 
very Archimedes lever with the help of which the entire 
system of authority may be overturned, the persons who 
wish to do so seem to have understood it quite well. 
Nikolay Ayvazyan, chairman of the Russian Party of the 
Poor, reported that his party is distributing on a charity 
basis 5,000 shares of the Telemarket System AO, pur- 
chased from the AO management at face value, that is, 
one-quarter of the market price, and in the near future 
the party intends to distribute to its members free of 
charge the shares of the Hermes concern and MMM AO. 
Ayvazyan explained that donations to the party’s kitty 
come from businessmen. 


Businessmen’s touching charity (Telemarket kicked ina 
75-percent discount) may be compared with the equally 
touching charity of drug dealers who initially treat teen- 
agers to their wares free of charge—when the children get 
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firmly hooked on the needle, all start-up expenses will be 
recovered. The question of whether the benefactors 
pursue strictly commercial goals or if they are tempted 
by a much broader design—first rob the people and then 
in the second round use the robbed as cannon fodder to 
Carry out creative political designs—will be more clear 
when Mavrodi's fate is determined: If the blackmail he is 
attempting bears certain fruit and the government 
retreats, the temptation for dual use of the “‘pyramid” 
players described above will become irresistible. 


Against the backdrop of such rich opportunities one no 
longer gets impressed by the Napoleonic plans of 
peaceful farmers, although in different circumstances the 
lust for power that suddenly has gripped the agrarians’ 
leader Mikhail Lapshin would have been amusing. Lap- 
shin announced that he is ready to apply “‘political and 
economic forms of pressure on the power structures of 
Russia, including strikes,” and for starters, as a form of 
“Russian peasantry offensive for their rights,” he orga- 
nizes village assemblies, which will “culminate on 26 
August in an all-Russia rural assembly in Moscow.” 


The idea of a rural assembly, which is an institution of 
direct democracy where decisions are adopted on the 
strength of acclamation and raising hands by all rightful 
members of the community, is somewhat contrary to both 
the capital city site and the all-Russia idea. If Lapshin 
wishes to bring to Moscow 15 million of his agrarians, 
then, first, Luzhkov will get upset, and second, it is not 
clear how 15 million will vote by hand-raising and accla- 
mation. If, however, only delegated agrarians come, the 
qualifying quality of a village assembly-that is, direct 
democracy—will be lost. Most amazing, however, is Lap- 
shin’s desire to hold the assembly in Moscow of all 
places—the megapolis that may get hurt the greatest from 
the proscriptive custom duties on imports of cheap food 
the agrarians are pushing. Perhaps, this idea was suggested 
to him by Mayor Luzhkov, who decided that there cannot 
be better propaganda in support of the repeal of the duties 
he is fighting for. 


Report on Federal Employment, Social Support 
Program 


944Q0515A Moscow KOMMERSANT-DAILY 
in Russian 21 Jul 94 p 3 


[Article by Vladislav Borodulin: “The Government Has 
Confirmed Its Sympathies for Socialism’’} 


[Text] The slowdown in the rate of inflation instilled the 
Russian Government with confidence that it could handle 
any problem. Now, to judge by the statements of govern- 
ment figures, they intend to solve two directly contradic- 
tory problems at the same time: clean up industry by 
removing inefficient production facilities and not permit 
explosive growth in the number of unemployed. Yesterday, 
the tripartite commission essentially approved a set of 
proposals on additional social support to employees of 
bankrupt enterprises. A day earlier, the Federal Program 
to Support Employment was officially circulated. 
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Strictly speaking, the need to rid the national economy of 
inefficient production facilities is obvious—the expendi- 
tures for unplanned financial support to enterprises 
alone this year may be R4 trillion to R8 trillion. Even 
Sergey Filatov, the president’s chief of administration, 
has begun trying to convince society that bankruptcies 
are inevitable. It is true that the politician’s view of this 
problem is more emotionally colored than the cold 
calculation of the economist: “This process will be very 
hard.” The leadership of Goskomimushchestvo [State 
Committee on the Administration of State Property] and 
the Federal Agency on Cases of Enterprise Bankruptcy 
confirm that under the criteria that have been developed 
some | ,500-2,000 Russian enterprises that were once the 
“pride of the Soviet Union” may be declared insolvent. 
Of course, the other side of bankruptcies is growth in 
unemployment. 


According to the Federal Program To Support Employ- 
ment that was published yesterday, the level of unem- 
ployment, determined by the methodology of the Inter- 
national Labor Organization, may be 8.7 percent of the 
economically active population by the end of the year. It 
must be noted that owing to the traditional intransigence 
of the bureaucratic apparatus the scenario conditions of 
this program are hopelessly out of date—the authors 
began from the ancient, superoptimistic prognosis of the 
Ministry of Economics. However, upcoming reworking 
of the document, which was announced by employees of 
the Federal Employment Service, will hardly make fun- 
damental changes in the assortment of methods used to 
support employment. Above all, the government assigns 
a significant role to interregional redistribution of capital 
within the framework of the state employment fund. In 
1994 the federal part of the fund will double (from 10 to 
20 percent). The purpose of this financial maneuver is 
obvious—while a significant number of the employment 
services of the southern and central regions of Russia are 
experiencing a shortage of capital, most of the raw 
material regions consistently have excess financing. 


The other methods envisioned by the program also fit 
entirely in the “socially oriented’’ model of fighting for 
employment at any price. World experience illustrates, 
however, that any expansion of the system of social 
assistance (raising the minimum wage, for example) 
leads to a delay in shaping the labor market (whose chief 
component is the availability of temporarily free labor 
resources). Thus, from an economic standpoint, the most 
efficient way to solve the problem of increasing the 
efficiency of the national economy is to institute a 
regime of “arbitrary entrepreneurial decisions,” com- 
pletely liberating enterprise management from any obli- 
gations whatsoever to maintain employment at their 
plants (and also, incidentally, from any obligations to 
solve ecological problems). In this case, the state should 
limit itself to paying only a truly minimal (and not 
indeterminate) grant and to encouraging the flow of 
labor resources into alternative sectors of the economy. 
The main problem in this case, as it is easy to guess, is 
political will power. 
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Meanwhile, the figures on the possible scale of bankrupt- 
cies in Russia that are impressing the broad public are 
nothing more than a demonstration of the archaic struc- 
ture of the national economy. As follows from the 
Statute on the Procedure for Reviewing Cases of Priva- 
tization of Insolvent Enterprises, which was created to 
further the presidential edict on the sale of debtor- 
enterprises and prepared by Goskomimushchestvo, per- 
sonnel discharges do not threaten a majority of the 2,000 
enterprises on the black list. 


So the real events in the employment sphere will develop 
spontaneously, as before. The main directions of the 
flight from work in the national industrial sector are well 
known. An example is emigration in search of work by 
persons with middle-level qualifications. In light of strict 
control measures by foreign governments, however, 
migration cannot assume significant scale. Therefore, 
the chief role will continue to be played by the flow of 
resources into so-called small business and into the 
tertiary sector (trade and services). The government is 
entirely capable of settling for this, but this way cannot 
solve the problem of economic efficiency overall: For 
historical reasons, small business Russian-style differs 
little in labor productivity from the industrial giants. 


State of the Labor Market in 1994 (Prognosis of the 
Federal Employment Service) 


¢ The number of persons employed in the state sector of 
the economy will decrease by 9.3 million. 

¢ The number of persons employed in the private sector 
of the economy will increase by 4.8 million. 

¢ The number of unemployed persons will be 
7,823,000. 

¢ The number of persons employed will be 60 million. 


Distribution of Regions by Level of Unemployment 


© BB Bethe cecccvvenssnncnseocesessersenenscenenset 36 regions; 
© BE corcecannesenetcesnsceseconecsnsessnnnereneest 36 regions; 
eM) | ya 17 regions. 


Siberian Telecommunications Projects Outlined 


944Q0515B Moscow KOMMERSANT-DAILY 
in Russian 21 Jul 94 p 9 


[Article by Anton Zakharkin: “Novosibirsk Banks Will 
Receive a Fiber-Optic Communications System’’] 


[Text] This week Siberian entrepreneurs announced two 
large communications projects at the same time. While in 
Irkutsk Oblast the local communications people intend to 
create a honeycomb-type network and a digital overlaid 
network with the assistance of the American company 
U.S. West (a joint enterprise has been established for this 
purpose, with the Russian side holding the controlling 
stock), in Novosibirsk they have decided to rely on their 
own forces entirely. The construction of the first fiber- 
optic communications network in Siberia is being based 
on the unique technology developed in Chelyabinsk-70 for 
making quartz fiber. The Chelyabinsk development, in 
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which the Americans have shown an interest, will make it 
possible to build a modern, high-speed network in 
Novosibirsk. 


The intention to introduce the first phase of the fiber- 
optic network in Novosibirsk in two months was 
announced by Vladimir Grin, general director of the 
joint-stock company Televideniye i Kommunikatsii 
Sibiri. Initially this network, which will be about 4 
kilometers long, will link a number of the large city banks 
and communications enterprises. The estimated cost of 
the project is R2 billion, and launching the first phase 
will cost R40 million. 


The fiber network, which has been named Sokol-N, is 
being built on the basis of a unique quartz crystal 
(surpassing similar foreign crystals for transmittance) 
that the military plant in Chelyabinsk-70 has learned to 
make. Sokol-N provides a data transmission speed of 
560 megabytes per second, the rate to which most of the 
developed countries are now switching. In the words of 
Mr. Grin, U.S. governmental circles have shown an 
interest in the “superpure” Chelyabinsk quartz, but talks 
about selling Sokol-N became stalled because of the 
Americans’ refusal to buy substandard Russian elec- 
tronic equipment along with the unique fiber. 


The Chelyabinsk Quartz Crystals 


The Chelyabinsk quartz crystals are manufactured by an 
original technology. The quartz is pulverized into fine 
powder that is passed through plasma. At superhigh 
temperature, the moisture and all natural impurities are 
evaporated out and an ideally pure powder is left. Quartz 
cores are made from the powder, and then the optical 
fiber is drawn from them. Throughout the world, the 
fiber is drawn in a horizontal direction, but at Chelyab- 
insk-70 it is done on the vertical. In this case the force of 
gravity does not deform the fiber cross-section, and it 
turns out ideally rounded, which increases its carrying 
capacity. 


As Mr. Grin noted, his enterprise is having to compete 
on two fronts. The Novosibirsk city telephone system is 
trying to use the optical fiber, but the systems are not 
being laid any deeper than 80 centimeters (the accepted 
standard in the United States is 2 meters). Asa result, the 
harshly continental climate of Siberia will knock the 
fiber out of use in three to five years. But the Chelyab- 
insk fiber, in the opinion of Mr. Grin, will make it 
possible to significantly increase the service life and 
reliability of the network. In addition, the Novosibirsk 
enterprise Struktura ‘s ready to propose an assortment of 
services compatible with the capabilities of Sokol-N 
(telephone and computer networks, viewing of 10 video 
programs, listening to stereo broadcasts). But Mr. Grin 
does not consider it wise to follow Struktura’s idea of 
building the network on the basis of slow coaxial cable 
(data exchange rate of 64 kilobytes per second). 
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Official Proposes Investment Policy Revitalization 


944F1157A Moscow NEZAVISIMAYA GAZETA 
in Russian 26 Jul 94 p 4 


[Article by Vladimir Zaltsman, expert of the Information 
Support Administration of the RF President’s Adminis- 
tration, under the rubric “Reform’”’: “It May Be Possible 
To Stop the Decline—Although Investment Policy 
Remains Fragmentary, There Is Reason To Believe in an 
End to the Crisis”’] 


[Text] The total volume of investment in Russia’s 
economy has decreased five-fold in the 1990's. As 
before, money is being wasted and more and more 
construction is left incomplete. 


The abrupt curtailment of investment activity was 
linked with a general decline in production and the 
mothballing, partial use, or withdrawal of some capaci- 
ties, especially in machine-building, the military- 
industrial complex, and other sectors. Enterprises are 
desperately short of money to replace worn equipment 
and facilities, and what money there is often is spent to 
pay wages, not for investment. Whereas formerly the 
degree of wear of production capital in the economy was 


estimated at 50 percent, it has now reached 60-70 


percent. 


All the same, it seems to me that our enterprises have 
passed through the most difficult stage in restructuring 
for the demands of the market. We can expect a revital- 
ization of economic activity. A new economic structure 
oriented to demand is gradually forming, while the 
structure of investment in changing toward nongovern- 
ment sources. 


Whereas before there was an impression that the 
economy was out of control and even in chaos, now the 
executive branch has defined its economic policy. In 
May and June the president signed three packages of 
economic edicts which are contained in a single “‘car- 
tridge.”” Especially important are the progressive reform 
of state enterprises, practical inclusion of the bankruptc¥ 
procedure while simultaneously bolstering state support 
for insolvent enterprises, and a lightening of the tax 
burden. Although investment policy remains largely 
fragmentary, we can already speak of movement in this 
field. 


The edicts entitled “‘Protection of the Interests of Inves- 
tors,” “Some Measures To Stimulate Investment 
Activity, Including Activity Involving the Use of Foreign 
Credit,” and “Protection of Consumers Against Unscru- 
pulous Advertising” directly affect the investment 
sphere. Measures have been envisioned to straighten out 
the work of investment funds, trust and insurance com- 
panies, and commercial banks, to give their activities a 
civilized character, to protect people from unscrupulous 
and false advertising, and to encourage enterprises that 
invest capital in the development of production. 


There are substantial investment “inserts” in other 
edicts as well. Among others, foreign banks are autho- 
rized to open branch offices in Russia (on the condition 
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that Russian banks are granted the same rights in the 
partner countries). This authorization, which some 
looked forward to and others feared, will support the 
movement of foreign investment into our country. 


It seems to me that all this will produce results in the 
near future, and investment will move into material 
production. 


According to estimates, the Russian economy can 
“digest” about 15 billion dollars of investment annually. 
Among the most important factors preventing invest- 
ment, people consider inflation paramount. In this they 
are forgetting that investment in real estate is the best 
way to save money because the real value of buildings 
and fixed capital grows more rapidly than other price 
rise indexes in a period of inflation. What is bad is 
something else—money in our country circulates in the 
trade and middleman sphere or is “eaten up.” The 
psychology of living ‘‘one day at a time”’ is predominant. 
It is also bad that there are extremely limited investment 
resources. The commercial banks and trust and insur- 
ance companies have mainly personal deposits and pen- 
sion and insurance funds, which cannot be used as 
investment resources which will be repaid, at best, in two 
to three years. 


It is also important that there are extremely limited 
opportunities for financing out of the state “purse.” 
Moreover, state capital investment is significantly less 
efficient than private, and it continues to be made on the 
principle of equal amounts for each sector. The only 
difference is that formerly the sectors were the lobbyists, 
and now it is the enterprises themselves who are asking 
for preferred investment credit. 


Searching for sources of investment resources, attracting 
domestic and foreign investors, proposing interesting 
projects for investment, and creating a favorable climate 
for investors are important tasks. 


The main thing in granting credit, whether from the state 
budget or from commercial banks, is competition, expert 
examination of investment projects, and selecting and 
financing the most efficient ones. These mechanisms for 
granting credit are envisioned in the president's edicts. 
Because upon completion of voucher privatization about 
80 percent of the state enterprises become joint-stock 
companies or private property, we can expect an inten- 
sification of investment activity. Alongside the compe- 
tition and investment auctions the practice of preferen- 
tial sale of stock to investors who guarantee investment 
payments will expand. When buying enterprise stock the 
investor (bank, investment company) becomes a co- 
owner. As a result it has a greater interest in efficient use 
of the investment and it may grant credit for this purpose 
on preferred conditions (according to the principle of 
“not stealing from yourself’). 


FBIS-USR-94-089 
16 August 1994 


To make investment policy complete it makes sense to 
adopt certain additional measures. Among others, it 
would be wise to grant commercial (and also state) credit 
against property security (production capital, land). For 
banks which are offering the money this is the best 
criterion of reliability, while for enterprises it provides 
the possibility of receiving credit and the amount of the 
appraisal of the security. Of course, some subsidiary 
enactments to the existing Law on Security will have to 
be developed and adopted. 


One of the ways to increase investment resources can be 
“passing” state investment through large commercial 
banks (the “quick money” effect), and then using it 
according to its direct designation. To avoid abuses by 
the commercial banks, strict state monitoring is needed 
here. 


It is also relevant to attract investment resources from 
related sectors and enterprises: for transportation, from 
the fuel and energy complex, forestry industry, metal- 
lurgy, and chemical industry, that is, the main customers 
who have an interest in its operating normally. A notice 
appeared in the press that for the first time in 20 years all 
Russia’s federal ports in the Baltic, Northern, Far 
Eastern, and Black Sea basins are being modernized. 
Twenty-two complexes for transshipment of various 
kinds of freight are being built and reconstructed 
through Russian and foreign investors, and 11 of the 
projects are being done without any state capital. 


The practice of granting state guarantees (in the form of 
notes or other securities) for the most efficient or largest 
investment projects should be used more widely. Without 
such guarantees the banks will only work for a high rate of 
interest. State guarantees today are a condition for 
expanding the “investment field” and intensifying invest- 
ment activity. Where enterprises lack the capital to repay 
credit, it clearly makes sense to issue stock for the entire 
amount of the debt. If the stock is bought by an investor- 
bank, it will become a large stockholder and co-owner and 
will*be able to influence the management and investment 
policy of the enterprise, among other things granting credit 
on preferred conditions as discussed above. 


Proposals are also being made about the wisdom of 
concluding agreements between production managers 
and bankers which define the conditions for granting 
investment credit and repaying it. We are accustomed to 
agreements between “giants” which are price conspira- 
cies and deals on zones of influence—and that is bad. 
But if the state represented by the Central Bank partici- 
pates in such agreements, they may be very useful. 


The list of such measures can be continued. Realization 
of them will give reason to consider that the economy 
will begin to pick up speed and develop dynamically in 
the near future. 








This report contains information which is or may be copyrighted in a number of countries. Therefore, copying and/or 
further dissemination of the report is expressly prohibited without obtaining the permission of the copyright owner(s). 

















FBIS-USR-94-089 
16 August 1994 


Muscovites Polled on MMM’s Collapse 


944E1112A Moscow IZVESTIYA in Russian 
2 Aug 94 pp I, 2 


[Article by Nugzar Betaneli, director, Institute of Parlia- 
mentary Sociology: ““Majority of Muscovites Polled Do 
Not Sympathize With MMM AO Shareholders”’} 


[Text] The situation with regard to the MMM AO 
[joint-stock company] has caused such widespread reper- 
cussions that it has become an object of interest for 
sociologists. On 28 July the Independent Institute of 
Parliamentary Sociology conducted a regular poll of 1,000 
Muscovites, based on a representative sampling (i.e., 
representing all social strata). 


Time will tell who is right in their claims—the AO 
president, S. Mavrodi, or the country’s finance and tax 
services. Regardless of this, however, the conflict has 
shed light on a reality that is utterly new in the life of 
Russia: the influence of private capital on the political 
situation in our country. It is not by chance that nowa- 
days many persons are interested in whether the MMM 
AO and its shareholders constitute “Russia’s genuine 
and most powerful political force.” And is MMM 
capable of gathering a million signatures from voters in 
order to conduct a referendum? 


About half of the Muscovites polled (46 percent) are 
shareholders in various AO’s and funds. As indicated by 
the appropriate calculations, the number of shareholders 
in the MMM AO amounts to 7 percent of the capital’s 
population. There are comparatively more of them than, 
for example, shareholders in Olba (3 percent), Dok-khleb 
(2 percent), or-AVVA, Telemarket, and Kholding-tsentr 
(indicated at | percent each), but only half the amount 
owned by shareholders in the Germes group—14 percent. 


The 7 percent owned by shareholders of the MMM AO is 
quite a large amount. It represents at least half a million 
Muscovite voters. If we also take into consideration the 
shareholders throughout Russia, then—theoretically 
speaking—the MMM AO could gather the million signa- 
tures necessary for holding a referendum. However, such 
a development of events is quite unlikely. 


The above-mentioned poll showed the following: The 
MMM AO does not have much public support. In this 
conflict only 9 percent of Muscovites sympathize with 
the MMM AO, whereas 23 percent sympathize with the 
tax organs. It seems, however, that the majority adheres 
to the principle of “a plague on both your houses”: The 
sympathies of 39 percent are “with neither side,” while 
29 percent “have difficulty making up their minds.” 
Even among MMM AO shareholders only a minority— 
37 percent—sympathize with their own joint-stock com- 
pany; 18 percent side with the tax organs; 26 percent are 
“for neither side”; and 19 percent “have difficulty 
making up their minds.” 


This is, perhaps, the first time that people have not 
answered the age-old question “Who is to blame?” with 
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“The powers-that-be.” If the MMM AO goes bankrupt 
and its shareholders suffer losses, then—in the opinion 
of those persons polled—the MMM AO leadership will 
be to blame for this. So answered 26 percent, whereas 21 
percent blamed the “naivete and silliness of the share- 
holders themselves.” Moreover, in the opinion of 13 
percent, the blame should be cast on the “state and the 
tax organs,” as well as on the “press, television, and 
radio, which had advertised the MMM AO”—7 percent. 
The very shareholders in the MMM AO were also 
inclined—for the most part—to blame the MMM lead- 
ership—39 percent, and their own naivete—24 percent, 
rather than the state tax organs—18 percent. 


Nor can MMM’s sociopsychological image in the mass 
consciousness facilitate success in the political field. In a 
certain sense the MMM AO became a prisoner of the 
myth which it itself had created. Because, after all, 
Russia does not “rely” on the personalities—no matter 
how talented—who took part in the MMM AO television 
advertisement. It turns out that not only the authorities 
but even the people are not too fond of Lenya Golubkov. 
Only 12 percent of Muscovites (13 percent of the 
workers) regard him positively; 17 percent are “indiffer- 
ent”; and 58 percent regard him “negatively” (among 
workers this figure is 60 percent). 


Even among the MMM shareholders the “image of 
Golubkov” evokes negative emotions (54 percent) or 
feelings of indifference (20 percent). 


By the way, we should also point out the only social 
group that is incommensurately fond of Lenya Gol- 
ubkov—staffers of the state organs of authority and 
control: 26 percent of them have a “positive” attitude 
toward this hero of MMM. It is difficult to say what the 
causes of their “delight” are; probably there is some kind 
of concept of “hard workers” from the common people. 


Any kind of bankruptcy is a tragedy. The collapse of the 
MMM AO most likely will not threaten our country with 
political cataclysms or social disruption. So far Musco- 
vites do not intend to proceed “to the barricades” 
because of possible material losses. In case of MMM’s 
bankruptcy, 45 percent of its shareholders in the capital 
“would not undertake anything”; 29 percent would 
“confine themselves to verbal indignation” (one can 
guess what kind); 10 percent “do not yet know how they 
would act”; 5 percent would “turn to the police or the 
procurator’s office;” and 3 percent would calmly “pur- 
chase other shares.” Only 2 percent would “participate 
in protest actions, meetings, and demonstrations against 
the MMM AO leadership; another 2 percent would seek 
roundabout ways‘ (from acquaintanceships and 
*connections® with racketeers). 


It would seem that the “authorities” can be calm and 
reassured: They are not threatened by the “promises” of 
the MMM AO. Nevertheless, the situation is a tense one. 
It would be a mistake to oversimplify or underestimate 
it. According to the polling data, 1.5 percent of MMM 
shareholders—primarily small-scale shareholders—are 
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inclined to take part in protest actions, meetings, and 
demonstrations against the authorities if MMM goes 
bankrupt. Apart from the fact that a politically active 
minority can play the role of a “safety fuse,” the problem 
is also of an ethical and legal nature. One out of every 
five Muscovites (21 percent) agrees with the assertion 
that the present-day situation with regard to the MMM 
AO is one of the most important problems of state and 
political life in our country today. 


Corporation To Insure Banks Against Bankruptcy 
Proposed 


944E1105Sa Moscow KOMMERSANT in Russian 
23 Jul 94 p 5 


[Article by Yury Katsman: “Banks Advised To Join 
Together To Protect Themselves Against Bankruptcy: 
Letter from the Association of Russian Banks”’] 


[Text] A great deal has been said about how negatively 
banks have been affected by the nonpayments crisis, which 
has been aggravated by changes in the overall conditions on 
the financial market. In the environment that has devel- 
oped, the difficulties being experienced by banks are being 
passed on to their clients as well. Therefore, the suggestion 
coming from the Association of Russian Banks (ARB), 
calling for the creation of a specialized structure to protect 
the operations of commercial banks and their clients—the 
Corporation To Insure Bank Deposits—is very timely. 
Yesterday the ARB sent a letter to the Central Bank 
outlining its proposal. 


[Begin box] The idea of creating a specialized structure 
to perform the functions of protecting banking opera- 
tions is not a new one. Over a period of three years, in 
accordance with the Central Bank's Charter, banks trans- 
ferred money to centralized funds to insure deposits and 
to insure against bankruptcies. No expenditures were 
made from these funds, however, and as of | January 
1994 the collection of funds was discontinued altogether. 
This is entirely understandable, however, since insuring 
bank deposits and insuring banks against bankruptcy is 
not a function of the Central Bank. 


The consortium to insure deposits that the ARB is 
proposing to create is supposed to perform functions of 
this nature. Unlike the previous structure, however, the 
proposal calls for banks themselves to create the new 
system (with the state’s participation). There are also 
plans to change the mechanism for the accumulation of 
funds by banks, and. instead of | percent of profits, as 
was the case with the Central Bank funds, the proposal 
calls for contributions in the amount of 0.3 percent of 
banks’ deposits. [end box] 


The growing number of banking licenses being revoked 
is evidence of the deterioration of the financial condition 
of banks (including fairly stable ones). In 1994 alone the 
Central Bank has decided to terminate the operations of 
almost 30 banks; even more banks have received warn- 
ings that they could lose their licenses. This situation 
poses an objective threat of systemic risk in the financial 
sphere. 
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It is the opinion of the ARB that the creation of an 
effective system for insuring their operations could help 
prevent the bankruptcy of banks stemming from mutual 
credit relations. It is obvious that the presidential decree 
published in June, which instructed the government and 
the Central Bank to prepare drafts of normative docu- 
ments for the creation of 2 fund to protect citizens’ 
savings, was the direct impetus for the ARB initiative. 
The ARB has proposed just this sort of fund—the 
Corporation To Insure Bank Deposits. Furthermore, the 
ARB, following the experience of Western countries, 
believes that this fund should insure not only citizens’ 
deposits, but the deposits of juridical persons as well. 


The ARB’s idea concerning the need to create a general 
fund for all banks, including the Russian Savings Bank 
system, deserves special comment. The authors of the 
plan point to the experience in the United States, which 
demonstrated that it is not wise to have two separate 
funds for savings banks and commercial banks. Under 
the conditions found in Russia, however, the existence of 
a single fund could prove to be problematic. Considering 
the role played by the Savings Bank in the market of 
services provided to private individuals, as well as the 
fact that half of the bank is owned by the state (and 
consequently has the best protection against bank- 
ruptcy), if the uniform norms proposed by the ARB for 
contributions to the fund (0.3 percent of the value of 
deposits) are adhered to, the Savings Bank could end up 
being dependent on the successful operation of commer- 
cial banks. In other words, commercial banks will be 
insuring their risks, to a great extent, at the expense of 
funds provided by the Savings Bank. 


The final decision, however, is up to the Central Bank, 
which the ARB has asked to rrepare a joint letter and 
draft decision by the government and president of 
Russia on this matter within 10-15 days. According to 
reports in “b’’, the Central Bank has scheduled the first 
meeting on this matter for 26 July. 


ARB Proposals for Insuring Holdings and Deposits: 


* insurance must be mandatory for all banks; 

¢« a Federal Deposit Insurance Corporation should be 
created in the form of a joint-stock-government organi- 
zation, in which the state would own up to 10 percent of 
the shares. The Central Bank of Russia must be a 
founder and shareholder of this corporation; 

¢ the corporation’s resources must be formed through 
banks’ contributions and income from the corpora- 
tion’s investment of funds collected to provide com- 
pensation for losses in the banking system; 

¢ the value of deposits held by a bank, and not the 
amount of its profits, as was the case in the accumu- 
lation of assets for the deposit insurance fund of the 
Central Bank of Russia, must serve as the criterion for 
premiums paid into the fund. The amount of the 
annual premiums paid into the insurance fund may 
be set initially at 30 kopecks for every 100 rubles held 
in deposits, that is, 0.3 percent of the value of 
deposits; 
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¢ contributions should be treated ... as banks’ expendi- 
tures and should be included when calculating the 
taxable base of banks; 

e in the event of insufficient assets in the fund, there 
should be provisions for a system for borrowing 
resources from the Central Bank in the form of credit 
support for the fund, and in emergency situations, a 
system for allocating additional funding from the 
republican budget; 

¢ banks should be advised to transfer to the fund assets 
previously accumulated by the Central Bank; 

¢ a general fund should be created for all banks, 
including the system of the Savings Bank of Russia; 

¢ in addition to the accumulation of funds and com- 
pensation for losses incurred by commercial banks, 
the Corporation To Insure Deposits should monitor 
banks’ operations to ensure the security of deposits; 

¢ the Corporation’s efforts to insure deposits and per- 
form monitoring activities should be coordinated 
with the Central Bank, in connection with which the 
Central Bank should make decisions to revoke 
banking licenses in consultation with the corporation, 
and it should also consider measures to save banks 
from bankruptcy; 

e the structure of the corporation’s network should be 
set up following the principle of interregional organi- 
zations, with 10-12 institutions in Russia’s main 
economic zones. 


Financial Woes Continue to Plague Nuclear Power 
Sector 


944F1155A Moscow ROSSIYSKIYE VESTI in Russian 
2 Aug 94 p 2 


[Article by Nikolay Myakinnik: “At the Nuclear Power 
Plant There Is the Possibility of an Explosion....of the 
Resentment of the Staff”) 


[Text] There has again been an incident in nuclear power 
engineering. This time—an explosion of dissatisfaction 
of the staff of the Smolensk nuclear power plant (AES), 
caused by its catastrophic financial-economic situation. 
There are no funds for production needs. Even the fuel is 
running out, although the unit in operation is being used 
at only 60 percent of capacity. This is now the fourth 
month in which people have not been paid. 


The nuclear power workers are aware of their responsi- 
bility for security, and they do not have the right to 
strike. So they decided not to violate the operation of the 
system but to have the off-duty shift remain on the 
territory of the enterprise. The protest action is being 
accompanied by demands to pay off payments arrears 
for electric power that has been released for sale and to 
punish the individuals responsible for the situation that 
has taken shape. 


The situation at the Smolensk AES is not exceptional. It is 
no better at other facilities. A chain reaction of resentment 
may thus soon take hold at the Kalinin, Kola, and Novo- 
voronezh nuclear plants. For the staff of the Kalinin AES 
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to be on starvation rations is particularly vexatious, since 
literally just the other day, a commission of the Interna- 
tional Atomic Energy Agency, which just completed a 
check here, acknowledged the AES to be one of the best in 
Europe. 


The relationship of the leadership of the country to nuclear 
power engineering has gone through three stages: from 
lofty praise and unrestrained support through complete 
denial of any merit whatsoever to wavering indifference. 
Right now we are in the midst of the third stage: Only 
partial measures are being taken that neither execute nor 
pardon, that neglect matters, that lead to a slide into a 
blind alle y. 


But, you see, the freezing of nuclear power stations (to 
which the process is being driven by those who are 
depriving the plants of vitally necessary support) will cost 
the budget | .64 trillion rubles. This not a question, you see, 
of padlocking an empty warehouse or, say, or of shutting 
off the power in a thermal electric power plant. It will be 
necessary for many years to carry out the cooling of a 
radioactive zone. Moreover (paradoxically!), the nuclear 
power plant will be transformed from a reliable producer 
of the cheapest electric power into a major consumer of 
electric power. Is it not better to freely release this electric 
power, every kilowatt-hour of which can be sold twice as 
cheaply as a kilowatt-hour today, onto the market. 


Incidentally, continuation of the normal operation of a 
nuclear power plant costs three times less than closing 
it—560 billion rubles. This has been precisely calculated! 
This very figure was introduced into the budget for this 
year on a preliminary basis. Thus, on the one hand, they 
reassured the nuclear power workers, but on the other 
hand they have dulled vigilance. You see, they removed 
this article on the eve of the last discussion of the 
document in the State Duma. It is still not clear who 
removed it. To whom is it advantageous? 


There is no doubt that the personnel of nuclear power 
plants in Russia not only have higher intellectual and 
moral potential but that*they have a greater supply of 
patience than the army of shareholders in the joint stock 
company MMM. However, it is logical to assume that 
their patience has a limit. God forbid that their patience 
should burst! An explosion of resentment by the per- 
sonnel of nuclear power plants is a lit fuse to a TNT 
blasting cartridge. How long is the fuse? Who knows? 


FBI Director Urged To Share List of Russian 
Criminals in U.S. 


944F1155B Moscow ROSSIYSKIYE VESTI in Russian 
2 Aug 94 p 2 


[Article by Olga Burkaleva: “Lists of Mafia Should Be 
Disclosed”’] 


[Text] The Council of the Federation has adopted an 
appeal to the U.S. Senate. The appeal states: The depu- 
ties of the Council of the Federation are extremely upset 
by a report that has appeared in the mass media to the 
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effect that during a recent visit to Moscow, the director 
of the U.S. Federal Bureau of Investigation (FBI) Mr. 
Louis Freeh familiarized a highly placed member of the 
Administration of the President of Russia with a list of 
Russian citizens who have accounts in American banks 
that are being credited with assets obtained through 
large-scale criminal operations, in particular, through 
transportation of narcotics. 


The Council of the Federation has called upon the U:S. 
Senate to join forces in the struggle against the narcotics 
mafia and has addressed a request to the Senate to 
transmit for investigation information in the possession of 
the FBI on the Russian mafia and lists of Russian citizens 
with accounts in American banks that are being credited 
with assets obtained through large-scale criminal opera- 
tions. 


Effect of ‘Solzhenitsyn Factor’ on Politics Examined 


944F1155C Moscow ROSSIYSKIYE VESTI in Russian 
2 Aug 94 p 2 


[Article by Lyubov Tsukanova: “The Solzhenitsyn 
Factor” ] 


[Text] Whether Alexandr Isayevich Solzhenitsyn wanted 
it or not, his return to Russia, not (as is very convention- 
ally done) through the main staircase at Sheremetevo, but 
from the “backyard” of a Russian province, has had a 
much greater resonance. It has strengthened Solzhenitsyn 
himself with respect to the correctness of his vision on 
how to complete the building of Russia. It has strength- 
ened the belief of the masses of Russians who have met 
him throughout his entire journey through the country 
(some for special reasons, some out of understandable 
curiosity) that a person has at last appeared among us 
whose authority coincides with the knowledge of what 
must be done. Among politicians with a different view, 
hopes have risen that they will succeed in using this 
knowledge for their own ends. 


We have already heard the statements of Rutskoy, 
Baburin, and other leaders of the opposition that they 
are confident that the great writer will support their ideas 
and plans. Their hopes were reinforced by the harsh 
judgments of the condition of contemporary Russia that 
Solzhenitsyn made in the course of his travels, especially 
at the meeting at the Yaroslav station. A person who has 
seen with his own eyes Russia’s numerous misfortunes, 
they believe, cannot help but share their ideas on the 
reconstruction of the country. Even contemporary com- 
munists, who feel neither love nor respect for the 
“betrayer of Russia,” would like to exploit his concep- 
tion of the situation and his spiritual authority for their 
own ends. 


Will those many people who are concerned with and seek 
to help Russia—and who are already preparing for 
personal meetings—succeed? (The writer himself has 
indirectly confirmed that meetings are possible by 
speaking of his openness to all who want to meet with 
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him.) The answer to this question can be found in the 
words of Solzhenitsyn himself, who has said on televi- 
sion that he does not care who uses his ideas as long as 
they reach people. It appears that this is rather a good gift 
both for those who would like to adapt ‘hese ideas for 
achieving personal political goals and for people who are 
concerned that these ideas work for the unity, stability, 
and free future of the state. 


No matter what, neither society nor power will be able to 
live without taking account of the “Solzhenitsyn factor.” 
As for power, it—as embodied above all by the president 
and by the State Duma—is already preparing for a 
conversation with the writer. Power has its own interest 
and, it appears, a completely pragmatic one: to use the 
intellectual potential and spiritual authority of the writer 
for state purposes—to each his own. The hopes of 
society, by definition, must be different. The “Solzhen- 
itsyn factor” is a guarantee (if in general guarantees are 
possible for us) that, in the first place, the “‘voice of the 
people,” the voice of the intelligentsia, will be repeatedly 
strengthened by the quiet voice of Solzhenitsyn and, in 
the second place, that this voice will henceforth be better 
heard than the multi-voiced din of the crowd of compet- 
itors for the “throne.” Society has received a megaphone 
which can strengthen those sensible words that are now 
lost in an inarticulate murmur. 


The word has always meant much in our life. Solzhen- 
itsyn knows this better than anyone else. And better than 
anyone else, he can take advantage of this fact—for good 
purposes, we would like to believe, for the good of 
Russia, which is tired of shouting and mumbling and 
oral noise and which is waiting for distinct, sensible, 
articulate words. Will Russia hear such words? 


Problems of Migrants, Refugees within CIS 
Countries Viewed 


944E1117A Moscow PRAVDA in Russian 5 Aug 94 p 2 


[Interview with Anatoliy Karpov, president of the Inter- 
national Association of Peace Funds, by Ivan Chistov 
and Vladimir Fedorov: place and date not given: “‘Mil- 
lions of Refugees Looking for Shelter’) 


[Text] Anatoliy Karpov believes that the problem of the 
Russian diaspora can only be solved in the international 
context. 


Already today there are more than 2 million forced 
resettlers and economic migrants from the former repub- 
lics of the USSR in Russia. But that is far from all. 
According to figures of the RF Federal Migration Ser- 
vice, in the next two to three years up to 400,000 persons 
will arrive in the country from the regions of the Tran- 
scaucasus, up to 3 million from Central Asia, and about 
500,000 from the Baltic states. 


And it is not just the Russian-speaking masses who have 
started moving, but also the indigenous inhabitants of 
the republics. For example, about 700,000 Azeris, about 
20,000 Armenians, and about 10,000 Russian migrants 
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are trying to adapt to living in Sochi. About | million 
specialists have left Georgia recently, and most of them 
(mainly Georgians) chose Russia as their place of 
residence. 


Russia’s economic situation today does not allow it to 
create normal conditions for receiving all who want to 
come here. Therefore the RF leadership recently has 
based its thinking on the idea that it is essential to ease 
the living conditions of potential migrants, Russian 
speakers first of all, in the actual countries of the near 
abroad. And this requires a thorough, deep analysis of 
the problems of migration in the local areas. Perhaps that 
is why RF President Boris Yeltsin attached special 
importance to the international conference on refugee 
problems held recently in Moscow by the International 
Association of Peace Funds, and sent them a special 
message. 


PRAVDA special correspondents discuss this matter 
with Anatoliy Karpov, president of the International 
Association of Peace Funds. 


[PRAVDA] Anatoliy Yevgenyevich, how was it possible 
for representatives of all the former fraternal republics of 
the USSR to gather in Moscow? After all, in 1991 the 
country fell apart, and after that no forum was ever able 
to bring everyone together... 


[Karpov] It was the Soviet Union that fell apart. But the 
unified structure of the peace funds was preserved, 
although it took enormous efforts. After all, at the 
moment of the USSR’s collapse practically all the all- 
Union organizations fell apart. 


As early as March 1992 we were able to hold a confer- 
ence of peace fund organizations of the countries of the 
near abroad, at which all the participants voted for the 
Soviet Peace Fund to be renamed the international 
Association of Peace Funds of Sovereign States. 


[PRAVDA] Tell us, please, were the delegations made up 
entirely of peace fund representatives? 


[Karpov] No, not completely. The delegations included 
peace fund leaders plus representatives of government 
structures (true, the latter attended not as ministers, 
high-ranking functionaries of migration services, and so 
on, but rather unofficially, on a personal basis) as well as 
religious organizations and the creative intelligentsia. 


[PRAVDA] It appears from what you have said that the 
conference was attended by representatives of, to put it 
this way, the titular nations. But statistics illustrate that 
the refugees are precisely the nonindigenous population. 
The largest diaspora, as we know, is the Russians, about 
25-30 million people. And it was precisely their prob- 
lems that were discussed at the conference. As it turns 
out, without their participation, even more—behind 
their backs. Does it not seem to you that this was not 
quite right in relation to the refugees themselves, in 
particular in relation to the Russians? 
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[Karpov] In general, perhaps, on the whole you are right. 
The discussion of the problems of refugees, and Russians 
first of all as the most numerous ethnic group, should 
have been conducted among representatives of the tit- 
ular nations and the Russian communities in the sover- 
eign states. But frankly, we were afraid of getting off to a 
bad start. Most likely nothing would have come of this 
but harsh polemics. The mutual complaints and accusa- 
tions would have poured out, and the conference might 
simply have been shut down. 


But at the conference there were delegations from the 
Peace Fund of the Republic of Kazakhstan and the 
leaders of many organizations which are directly engaged 
in receiving and arranging things for refugees, for 
example the peace funds of Kurgan Oblast and the city of 
Sochi. 


During the exchange of opinions, points of view on the 
problem as a whole as well as ways, methods, and forms 
of solving it were clarified and we were able to work out 
general, constructive approaches and put them in a 
summary document which was officially sent to the 
governments and parliaments of the CIS and Baltic 
countries. 


[PRAVDA] Anatoliy Yevgenyevich, does it not seem to 
you that the problem of refugees should not be given 
such absolute importance? There is no denying that it is 
an important problem today, one that demands imme- 
diate and concrete decisions. But is it not just one, albeit 
important, still just a part of a much more universal 
problem—the coexistence of ethnic communities with 
different languages and cultures in the sovereign national 
states? 


[Karpov] Our association would like to do something 
practical to solve this problem, which demands action, 
immediate action, today. But we understand very well 
that leaving for one’s historic homeland cannot solve the 
problem in general. This is mainly because, if we speak 
of the Russian population in the CIS countries and the 
Baltic as an example, Russia certainly cannot accept tens 
of millions of its countrymen at once and place them in 
good conditions. And indeed, should the question be put 
that way at all? 


Most likely the answer, it seems to me, lies in people 
living where they now live, where their roots are. In 
principle we must work to see that decent living condi- 
tions are created for foreign-speaking ethnic groups in 
the places where they have lived for decades, and some- 
times even centuries. Then you are probably right here, 
that there will be many fewer refugees. 


In short, we must help the Russian population fit as well 
as possible into the national milieu, culture, and social 
traditions of those national states where these people 
found themselves when the USSR collapsed. And this 
help must be given, of course, in a very balanced, 
thoughtful, I would even say tactful manner. There 
should not abrupt, unconsidered movements. For 
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example, experience has shown that the less than diplo- 
matic statement of the RF Ministry of Foreign Affairs on 
the need to “defend” the Russian-speaking population 
aroused a guarded posture in public opinion in the CIS 
countries precisely because it was so strongly worded. 


Moreover, this statement to some degree stimulated the 
activities of radically oriented ethnic leaders in the CIS 
and Baltic countries, on both sides, and heightened the 
situation with regard to the problem under discussion at 
the conference. But after all, the radical nationalists have 
no strategic vision. They are pursuing immediate polit- 
ical goals, often even personal goals. As a result they 
sometimes push governmental bodies toward improp- 
erly harsh measures in relation to the foreign-speaking 
population. 


The governments should not follow such leaders, 
because the costs in interstate relations are very large. 


[PRAY DA] Did all the conference participants unreserv- 
edly and immediately agree to include in the summary 
document the appeal to their governments to join the 
International Convention on the Status of Refugees 
adopted by the UN in 1951 and the 1967 Protocol to it? 
Were there no difficulties on this level with the positions 
of the delegations from Azerbaijan and Armenia? 


[Karpov] | am happy to say that the delegations from 
these countries agreed immediately and unreservedly 
with the inclusion of this point in the document. Objec- 
tions, which were quite sharply worded at first, came 
from the Ukrainian delegation. The Ukrainian represen- 
tatives favored solving the refugee problem on the basis 
of bilateral agreements, not according to multilateral 
state agreements or under the aegis of the UN. But later 
the Ukrainian delegation also agreed that we need here a 
solid international legal foundation within the frame- 
work of the entire CIS and the Baltic countries and on 
this basis must work out concrete multilateral interstate 
agreements with mandatory observance of them, just as 
for bilateral ones. But without UN control it will be 
difficult to put these agreements into effect. 


Presidential Adviser Yasin Explains Bankruptcy 


94400506A Moscow NOVOYE VREMYA in Russian 
No 29, Jul 94 (Signed to press 19 Jul 94) pp 4-6 


[Interview with economist Yevgeniy Yasin, director of 
the Analytical Center under the President of Russia, by 
reviewer Galina Kovalskaya; place and date not given: 
“Don’t Be Afraid That You Will Be Thrown Out Onto 
the Street Tomorrow”’] 


[Text] [Kovalskaya] Since spring 1992 the working man 
has been troubled perhaps most of all by the question of 
when he is going to get his pay. Almost no one is paid on 
time. The delays vary from several days to half a year. 
The government was changed, the chairman of the 
Central Bank replaced, and several dozen strikes held. 
Finally in March the president signed an edict making 
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officials responsible for late payment of wages. That did 
not help either. The impression is created that there is no 
salvation from this evil. 


[Yasin] This is the most serious problem the Russian 
economy has ever encountered. The roots of the crisis of 
nonpayment lie very deep, and the problem is not going 
to be solved by any decrees or edicts. Its essence lies in 
the inconsistency of the production structure with the 
structure of solvent demand. When looked at realisti- 
cally, the circumstances are like this: Any entity pro- 
ducing goods enjoying demand has money. Unfortu- 
nately there are not that many enterprises of this kind. 


When a consumer does not pay for ordered products that 
have already been shipped, this is an indication that he 
does not need the products, and that he ordered them 
just in case, out of habit. The workers of the supplying 
enterprise feel certain that they earned their money, and 
from their point of view they are right, but in reality they 
are left with nothing. This happens not due to someone’s 
maliciousness, but in view of the rigid laws of the 
marketplace. 


Were we to follow purely economic logic, enterprises 
suffering from chronic nonpayments should reduce pro- 
duction and lay off a significant portion of the workers. 
Then money would be found to pay those remaining. 
Fortunately they are not doing this. 


Fortunately, because the scale of the phenomenon is 
such that in this case a good half of the country would 
find itself out on the street. There is no way that you can 
shut down 70-80 percent of enterprises simultaneously. 
Consequently, by keeping production going in its present 
form, paying nothing to the workers but promising to 
pay them, not laying them off, and asking them to be 
patient, the enterprise administration restrains people 
from an explosion and cushions social displeasure. 


[Kovalskaya] But things can: ot go on like this forever. 
What can be done? 


[Yasin] There are two solutions—one elegantly simple 
but dangerous, the other normal and proper. The former 
can be reduced to suppo ting the enterprises by printing 
money. This would make things easier over the short 
haul: Workers would receive their wages on time. How- 
ever, it is clear to everyone today that printing money— 
that is, increasing inflation another notch—creates a 
situation where the rich get richer, the poor get poorer, 
and paid wages instantaneously become worthless. 


The other solution is to gradually go over to initiating 
bankruptcy proceedings against insolvent enterprises, 
and respecializing them for the production of products 
enjoying a demand. This requires first, time, and second, 
investments. 


Our main hope is that these would be private domestic 
and foreign investors. State resources, even if we were 
able to find any, would be spent irrationally and irre- 
sponsibly. Production will begin to revive only where the 
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investor is interested in maximum profitability. The 
state’s task is to create optimal conditions for attracting 
investments. 


Unfortunately the enterprises that are unable to find 
investors will be subsidized by the budget. The more 
resources such enterprises absorb, the less money will be 
left over for sensible goals—that is, to support investors. 
The more subsidies, the higher the rate of inflation and 
the slower the economy’s recovery. 


There are of course spheres which the state must support 
now and in the future—public health, education.... But 
where wages are the main problem is not in these spheres 
but in machine building and the extracting and defense 
sectors. 


The state could support, let us say, coal miners indirectly 
right now—by artificially holding down growth of rail 
shipping rates so that the consumer will be interested in 
buying Russian rather than foreign coal. This would be 
less expensive for the budget than subsidies directly to 
the mines. 


The Money Is Not There, Even Though It Actually Is 


[Kovalskaya] But the rates cannot be restrained forever 
either. 


[Yasin] We have gotten used to boasting to ourselves and 
the world that our country is so huge. And now it turns 
out that with the density of our population being what it 
is, we are not always able to develop it. Railroads end up 
absurdly expensive. And we're finding out that we 
cannot build roads either. Someone proposed a plan 
under which we would charge a toll on roads, like in 
Europe. But it turns out that this is impossible. 


Even if we ignore the fact that this is unusual and 
outrageous to our people and that there would be great 
difficulty in gaining acceptance of such a plan, the main 
thing is that the roads will not pay for themselves. The 
shipping volume is such that some highways, like Mos- 
cow-St. Petersburg and perhaps Moscow-Voronezh, and 
one or two local highways, could survive. But it would be 
impossible to cover Russia with a network of toll roads 
because the volume of freight traffic 1s too small. 


[Kovalskaya] Of all the economic edicts of recent times, 
the edict on bankruptcy has agitated people most of all. 
What will be its destiny, what will be the fears of workers 
of bankrupt enterprises, which you yourself have said 
represent a good three-fourths of all enterprises? 


[Yasin] First, let me say that they SHOULD NOT be 
afraid They should not be afraid that production will 
stop tomorrow or the day after tomorrow and workers 
will be tossed out onto the street. The presidential edict 
on sale of state debtor enterprises did not have the goal, 
I repeat, of leaving half the able-bodied population 
without work all at once. 





RUSSIA 67 


First of all, the edict had the goal of strengthening 
financial discipline. Since 1987, you see, the administra- 
tions of state enterprises have enjoyed all of the rights of 
ownership and no responsibility for their actions. State 
resources allocated to enterprises are spent practically 
without supervision, irrationally, and sometimes even in 
someone's own interests. 


To make this understandable, let me return to your first 
question—nonpayments. Do you know where the wage 
debt is the highest? In Tyumen Oblast. But Tyumen is 
responsible for the lion’s share of petroleum exports. 
Where does the money go? The exporting company Luk 
Oil purchased a television plant in Budapest and a trade 
network in Turkey, but it has no money with which to 
pay wages to workers. This is now a very widespread 
situation. Money is being held back, circulated inter- 
nally, and concealed from taxes. The earnings of the 
administrations are multiplying, but at the same time the 
indebtedness of enterprises to suppliers, workers, and 
the budget is growing. 


It would be unrealistic to strip directors of the rights 
granted to them. But a counterweight of responsibility 
must be created. As you remember from the edict, the 
first thing bankruptcy presupposes is dismissal of the 
current director. And naturally he would not want to be 
deprived of this position, because it is what provides him 
with his opportunities and income. Consequently he will 
have to think not only about how to multiply his own 
capital, but also how to pay off the debts. 


Chubays Against Bribery 


[Kovalskaya] Does this mean that a massed attack 
against unprofitable production operations will not 
occur? 


[Yasin] It will not. There will be several demonstration 
bankruptcies as a warning and a lesson to persistent 
defaulters. In this case this will naturally not be done at 
enterprises employing the bulk of the work force of a 
given town (this is stipulated specially in the edict), but 
somewhere in Moscow, or Yekaterinburg, where a laid- 
off worker could find himself another job. 


[Kovalskaya] What raises concern about the edict is this: 
Officials of the state’s Federal Insolvency Administra- 
tion are going to be deciding the fate of an enterprise. 
Civil servants earning 700,000-800,000 rubles will be 
determining who among people having control over 
millions of dollars will be dismissed from their positions. 
I do not doubt for a minute that it would be impossible 
to buy Sergey Belyayev, the administration’s general 
director, no matter how many millions are involved, but 
it would be difficult to imagine that all workers of his 
ministry are distinguished by similar principles. Is there 
not a risk that a contest to see who can pay the highest 
bribe will overshadow demonstration bankruptcies? 
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[Yasin] The risk is there. This is an ongoing problem, 
and not only in connection with bankruptcies. Some- 
times we are forced to make what are not the most 
sensible decisions in order not to create a favorable 
climate for corruption. 


Consider for example the infamous dispute between 
Chubays and Luzhkov. Luzhkov finds it insulting to sell 
an enterprise at its book cost, which in no way reflects 
the facility's real value. One can understand his position. 


Though of course we could ask him where he was two 
years ago, when the program of voucher-based privati- 
zation was going through the approval process, and there 
were no value criteria at all except for book cost. At that 
time Yuriy Luzhkov was handing out stores to labor 
collectives almost free of charge with the blessings of 
Popov and Piyashcheva. But there is even more to it 
than that. Who is going to set the price? Who will see that 
the price will be set adequately, and not in the interests 
of one partner or another? What sort of rain of bribes 
will immediately start falling, how many people will be 
blackmailed, and how many people will be killed? 


I recently talked with Anatoliy Chubays about the 
second stage of privatization. As we know, investment 
bidding is becoming the principal form of privatization 
in the second stage. Chubays proposes that victory 
should belong to whoever is ready to invest the most. 
That is, the amount of the investments becomes the chief 
criterion. 


This is a bad criterion in principle. I told him about a 
case that I had once encountered: A plant was sold to an 
investor offering the highest amount, but then it was 
revealed that the plant did not need that much money. 
The investor’s representatives came to us at the institute 
and asked us for suggestions as to what to do with these 
investments. 


The answer Chubays gave me was this: “What you are 
suggesting is a competition among investment projects. I 
understand this. But who is going to be the judge? Where 
is the guarantee that preference will be given to the best, 
and not to those who offer bribes?” The criterion of 
maximum investments is in fact better in this sense 
because it is simple and clear, and it does not provoke a 
criminal situation. 


{[Kovalskaya] What is to be done in the case of bankrupt- 
cies in which simple criteria do not work because they 
would mean reducing half the number of workers? 


[Yasin] The one remaining hope is a collision of inter- 
ests. In this case the state is called upon to act not as an 
adversary of the defaulter, but as an arbiter. On one hand 
you have a director who is prepared to take a bribe to 
stave off bankruptcy. On the other hand you have his 
workers, who have not been paid their wages for half a 
year. You also have suppliers to whom the enterprise 1s 
indebted, and who are also prepared to do many things 
to get what is coming to them. 
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Here as an example is one crisis that recently flared up, 
which the state is now compelled to resolve. A gas 
industry enterprise stopped supplying gas to the Kos- 
tromskaya GRES, which provides services to several 
rayons, until it paid off its debt. A dispute between two 
interested agents will have to be resolved. And if an 
official is going to be bribed, it is going to come from 
both sides. As observed in all lobbying practice, the 
competition factor remains intact. 


Learning To Be an Accountant 


[Kovalskaya] Still, what awaits the hired worker when 
his enterprise is declared bankrupt? 


[Yasin] I do not envy him. Suggestions that bankruptcy 
will result in the advent of a good proprietor, one who 1s 
not going to reduce jobs, but on the contrary create more 
of them, are intended solely for people who buy stocks in 
the MMM Joint-Stock Company—that is, those who 
want to be deceived. Even a new proprietor, if he is to 
raise effectiveness, will have to introduce new produc- 
tion procedures and reduce the number of workers. 


It would be better to leave unprofitable enterprises 
before bankruptcy proceedings begin. This is precisely 
what is happening now. The younger, more aggressive 
workers who are not afraid of change, and have self- 
confidence, are leaving and seeking other employment. 
People are moving to jobs in trade, in business, and 
opening up private shops. 


Once while I was riding in a government vehicle the 
driver asked me: “Tell me, how long is this outrage going 
to continue? I cannot buy any respectable clothing for 
myself and my children, and I am forced to economize 
on food...."" | asked him why he does not get out of the 
budget-supported sphere, and seek work in some firm, or 
go into commercial ventures. He said: “No, I want to live 
calmly on a salary with an eight-hour work day. But I do 
want the money I get paid to be enough to go around.” 


However, such a tranquil, trouble-free life, this legalized 
equality and poverty, has come to an end in Russia. 
Today, he who is ready to take a risk, who does not mind 
some nervous discomfort, wins. It is specifically for 
people like this that the reform is intended. Data of 
recent years clearly show that real wages are decreasing, 
but real income is growing. This means that the plans are 
not in vain, this means that the population is accepting 
the rules of the game. 


But if you see yourself only as a hired worker, you still 
have every opportunity to study, to change your spe- 
cialty. If you follow the hiring notices, you will note that 
the demand for highly qualified accountants, lawyers, 
and auditors is not decreasing—it just keeps growing. 
After a while, when economic growth begins in Russia, 
engineers and programmers will regain their value. Even 
though the demand for them has fallen today. But 
consider that what will have value is not the diploma but 
the qualifications. There are situations in which all this 
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advice is meaningless. For example in relation to those 
over 50. | am sincerely sorry for these people. There are 
regions in which the situation is truly hopeless. In 
Vorkuta for example, you cannot even grow potatoes— 
that is, you cannot feed yourself even with a private plot. 
Naturally, such cases need to be investigated. And where 
necessary, state assistance will be rendered. 


Taxes Will Grow. Prices Too 


[Kovalskaya] Observers are unanimous in their assess- 
ment of the adopted budget. Everyone says in chorus 
that its expense side is too low and its revenue side too 
high. Does this mean that taxes will have to be increased 
in order to make ends meet? 


[Yasin] There is one thing I can say for sure: Taxes on the 
producer will not grow. This does not do anything for 
us—it would be impossible to collect them anyway. 


[Kovalskaya] So how is the budget going to be executed? 


[Yasin] First, expenditures will be in amounts deter- 
mined by the revenue side. The amount of money we 
distribute will equal the amount of taxes we collect. It is 
dangerous to increase the budget deficit, and the govern- 
ment understands this. The budget deficit is the main 
source of inflation today, if not the only one. Such that if 
it does increase, it will do so very little. 


Second, we will have to carry out tax reform. 


The tax structure must provide for an influx of resources 
into the budget. One of the promising variants is to 
reduce the tax burden on the producer. This of course 
will be very unpleasant, because it will have to be shifted 
to the population. 


[Kovalskaya] Does this mean that we, ordinary citizens, 
will have to prepare for an increase in taxes? 


[Yasin] Yes. 


[Kovalskaya] Swift growth of food prices is forecasted 
for this fall. On one hand farmers have managed to 
obtain an increase in import tariffs, which will make 
foreign goods too expensive, and on the other hand, 
purchase prices of Russian foodstuffs will grow. How 
significant might the price hike be? 


[Yasin] Prices will obviously increase. There could not 
be a very large price increase (of several orders of 
magnitude) because the mechanism of demand-based 
constraint is already operating in relation to food. People 
stop buying expensive products. 


[Kovalskaya] What about bread? 


[Yasin] People will of course continue to buy bread 
anyway, but in most regions the price of bread is con- 
trolled by local authorities. And as far as meat and dairy 
products and vegetables are concerned, the mechanism 
of competit'on goes into action in addition to demand- 
based constraints. You already noted that most products 
could be bought cheaper in the market than in the stores. 





RUSSIA 69 


Moreover, the fight centering on import tariffs just keeps 
on going, and there is little chance that they will rise to 
any great extent. 


Glazyev Wants ‘Major’ Economic Policy Changes 


MM0208153994 Moscow RABOCHAYA TRIBUNA 
in Russian 29 Jul 94 p 4 


{Article by Sergey Glazyev, chairman of the State Duma 
Economic Policy Committee, under general heading 
“Six Months On. What Has Been Achieved?” and head- 
line: “Sergey Glazyev, Chairman of the State Duma 
Economic Policy Committee, Claims That, Contrary to 
Optimistic Reports, Russia Is in the Throes of Rapid: 
Deindustrialization”’} 


[Text] So, just who is right—the government, which has 
trumpeted the onset of economic stabilization, or the 
State Duma, which noted in the recommendations of 
parliamentary hearings the rapid deterioration in the 
economic situation, the signs of irreversibly increasing 
deindustrialization in the country, the rapid degradation 
of the economic structure, and the loss of scientific 
industrial potential? 


Victory Parade or Death March? 


Let us look at the figures. The main results of the first 
half of the year are indeed impressive. On the one hand, 
the most impressive result has been in the fight against 
inflation—the target indicator for the year’s end, which 
nobody believed (5-percent consumer price growth a 
month), was achieved in June. There have been 
undoubted achievements in stabilizing the ruble 
exchange rate—contrary to predictions, it did not go 
beyond the 2,000-ruble-to-the-dollar mark in the first 
half of the year, weakening by 58 percent against con- 
sumer price growth of 73 percent. Nor was the sacred 
cow of stabilization policy butchered—the federal 
budget deficit has been held at 10.5 percent of GDP. And 
citizens’ disposable incomes have grown by 10 percent. 
The successes of economic stabilization would seem to 
be obvious... 


But, on the other hand, no less outstanding results have 
been achieved in the real economy. Except that these 
results are negative. 


The fall in GDP—the main indicator of economic 
activeness—has been more than double the official gov- 
ernment forecasts, at 17 percent. An absolute record 
(clearly not only in Russian history but in world modern 
economic history) has been set for the decline in indus- 
trial production—26 percent compared with the same 
period last year. And in sectors determining modern 
economic growth and forming the basis of the country’s 
scientific and industrial potential—machine building, 
metalworking, the chemical and electronics industries, 
and instrument-making—the fall in output has exceeded 
30-40 percent. This is a fall of 2.5-4 times compared with 
the same period of 1990. Such crushing rates in the 
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destruction of the sphere of material production had 
seemed impossible and socially unacceptable until 
recently. 


It is clear to any specialist familiar with production that 
if production capacity utilization falls below 30-40 per- 
cent, the vastly increased expenditure on maintaining 
unutilized capacity will doom the enterprise to bank- 
ruptcy—it will be impossible to maintain profitable 
production under these circumstances. This is what is 
happening—the rapid growth in the number of enter- 
prises grinding to a halt every month (up to 1,000 and 
more)—leaves us in no doubt that the talk, so irritating 
to the powers that be, about the catastrophic destruction 
of the sphere of material production has moved on to the 
stage of the physical ending of the functioning of thou- 
sands of enterprises and even sectors in the Russian 
processing industry. An industry which produces not 
only surplus howitzers but also goods which are highly 
useful to all of society—such as domestic electronics, 
computerized machine tools, instruments, construction 
and agricultural equipment, trucks, electric motors, 
equipment for the light and food industries, and so forth. 
The decline in their production exceeded 55 percent in 
the first half of the year, which is higher than the 
indicators for the reduction in the production of military 
hardware. The next half-year will probably be crucial for 
a significant number of sectors in high-tech industries. 
The chronic downtime and aging of production capacity 
as well as the outflow of the most qualified personnel will 
lead this year to the inevitable disappearance of many 
sectors of high-tech industry which comprise the funda- 
mental potential for modernizing the national economy 
and are the source of future economic growth. And then 
everything that the head of state wished to avoid— 
judging by his message to the Federal Assembly—will 
come to pass. 


What We Can Expect by the Year’s End 


To all intents and purposes this is already happening. 
The faster pace of the production slump in processing 
industry sectors (running at 30 percent in the first half of 
the year compared with a 14-percent fzil in extractive 
industry) has already led to a notable degradation in the 
structure of industrial production. In the first half of 
1994 raw-material sectors’ share of the structure of 
industrial production had increased by 6 percent to 48.4 
percent, as opposed to 38.4 percent in 1990. And the 
share accounted for by the output of machine building 
and metalworking fell by 6 percent over the same period. 
For comparison purposes we would mention that the 
reverse process of improving the economic structure 
takes far longer—increasing the share held by high-tech 
industrial sectors in the structure of the economy by even 
| percent usually takes years. Destroying 1s indeed not 
the same thing as building. 


That is why the parliamentary hearings concluded in 
their recommendations that “the country’s economy has 
entered a state of the catastrophic destruction of the 
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material production sphere. The process of the collapse 
in production potential has covered a significant propor- 
tion of high-tech industry, defense and investment 
machine building, and light industry and is expanding 
rapidly, spreading to consumer-goods production and 
raw-material sectors. The number of enterprises that 
have ground to a halt is increasing rapidly, and open and 
hidden unemployment is growing. In a few months’ time 
the processes of deindustrialization and the degradation 
of industrial production will reach a qualitatively new 
level, after which opportunities to restructure the 
economy will have been lost. The economy will enter a 
phase of prolonged depression suffering from a steady 
high rate of unemployment, a dependence on other 
states, stagflation, and increased social inequality.” 


At the Population’s Expense 


Here we are getting close to answering the main ques- 
tion—at whose expense has the improvement in the 
inflation and ruble indicators been achieved? How was it 
possible to hold the budget deficit at the sacrosanct 
10-percent level while failing to collect almost 40 percent 
of federal budget revenue? 


The answer is very simple—at the expense of the popu- 
lation, which has not been paid its wages; at the expense 
of those investments which were expected to revive 
production; at the expense of seriously undermining the 
country’s defense capability and curtailing scientific 
research; at the expense of a decline in culture and 
education. Federal budget expenditure has been on the 
whole almost 40-percent underfunded—and the under- 
funding of spending on the national economy and socio- 
cultural measures has been particularly large. 


Asa result, state social spending has fallen by 21 percent, 
defense spending by 15 percent, spending on the national 
economy by 34 percent, and investment by 39 percent. 
Last year the state investment program was only one- 
third fulfilled, and the bulk of the curtailed projects have 
still not been commissioned. This year, judging by every- 
thing, the result will be similar. Clearly, the almost 
two-fold failure to fulfill the state investment plan and 
the collapse in the funding of state orders (where current 
debts for already completed work far exceed | trillion 
rubles [R]) are no longer a cause for any kind of concern. 
And this will lead not only to the loss of the ability to 
reproduce modern weapons systems in the immediate 
future but also to a deepening of the nonpayments crisis, 
including in respect of wages. 


To all intents and purposes we can talk about the 
financial bankruptcy of the federal government, whose 
deferred debts run into trillions of rubles. Given that 
each ruble not paid out by the state yields another R2-3 
in payment defaults between enterprises, the govern- 
ment’s role in escalating the defaulting crisis—which is 
now deeper than ever—becomes clear. 


These figures allow us to conclude that certain successes 
in suppressing inflation have been achieved by simply 
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underfunding budget expenditure and correspondingly 
deepening the defaulting crisis, rather than by enhancing 
the effectiveness of monetary methods of regulation. By 
mid-1994 enterprises’ monetary assets as a proportion of 
their deferred debts had fallen for industry as a whole to 
the critical level of 27.4 percent compared with 125 
percent in mid-1993. 


This can hardly be termed a successful policy—its neg- 
ative impact on the state of the country’s financial 
system is far more significant than any short-term suc- 
cess in achieving formal indicators. How can we expect 
any galvanization of investment at a time when indus- 
trial enterprises are totally insolvent and the state is 
essentially bankrupt? In the context of these “‘aggravat- 
ing’ circumstances the mere reduction of inflation to 5 
percent a month will not have any positive impact of 
itself. 


One other paradox in the current economic situation 
remains—the increase in the population’s disposable 
income at a time of a deepening crisis of payment 
defaults (not least of salaries) and a decline in produc- 
tion. Here too the answer is quite simple—the increase 
in monetary incomes applies only to the rich, the living 
standards of the bulk of the population are not 
increasing, and real wages have even fallen in both 
relative and absolute terms. 


What the Executive Promised 


I will not impose my assessment of the economic situa- 
tion on readers. The facts and figures speak for them- 
selves. We will look only at how realistically the policy 
that has been pursued has met the goals and tasks 
officially proclaimed in the president’s message or the 
government’s obligations under the Social Accord 
Treaty. 


Apart from the achieved aim of lowering inflation, the 
president's message spoke of the tasks of “halting the 
production slump, bringing about active structural trans- 
formations on the basis of eliminating inefficient produc- 
tion and supporting growth areas, and stabilizing living 
standards for the bulk of the population,” of “stopping the 
technological retreat of Russian industry and preventing 
this process from becoming irreversible,” and of creating 
the “prerequisites for stabilizing the economy and for 
beginning stable economic growth.” These tasks have 
remained on paper owing to the sharp deterioration in 
the actual situation. 


It is worth recalling that the State Duma did not support 
the main avenues of domestic and foreign policy in 
isolation, but as a whole—and priority tasks were not 
restricted to the problem of suppressing inflation. Much 
less to the cost of deepening the defaulting crisis in the 
context of the sharp deterioration in the economic situ- 
ation in the real production sphere. 


The same also applies to the Social Accord Treaty, under 
which the government pledged to “achieve an improve- 
ment in investment activeness and to create the prereq- 
uisites for an economic upturn; to elaborate a taxation 
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concept to boost the development of production; to 
launch economic restructuring with a view to over- 
coming structural deformations and ensuring adaptation 
to effective demand with the minimum amount of losses 
and costs...; to take measures to eliminate the budget’s 
salary-payment backlog; to pursue an active social policy 
aimed at bringing about stabilization and subsequently 
improving living standards, adapting the able-bodied 
population to the new conditions, and providing tar- 
geted protection for society’s most vulnerable sectors 
against the negative aspects of the transitional pro- 
cesses...” None of these pledges have been fulfilled. 


Without going into an assessment of the consequences of 
the obvious breach of the executive’s important pledges 
stemming from the main program document on the 
state’s domestic policy (the president’s message) and 
from the Social Accord Treaty, we would ask one further 
question—what chance is there that the tasks of economic 
policy that have been set will be carried out in the second 
half of the year? 


Rapid Deindustrialization 


The government has officially proclaimed a line of 
pursuing an active structural policy in the second half of 
the year. But what will this policy be like under the 
prevailing conditions? We can learn the answer to this 
question from the program provisions of the official 
government materials envisaging the preservation of the 
achieved indicators for the industrial production slump 
and GDP and which state that it is likely that production 
of technically complex machine building goods will be 
wound up in connection with the loss of the domestic 
market by Russian producers. And maintaining tax 
yields at 8 percent of GDP will require a further reduc- 
tion in state expenditure—most probably for the funding 
of national economic projects, which will further inten- 
sify the defaulting crisis and the production slump. 


The system of state power currently lacks any mecha- 
nism for selecting and assessing priority avenues in 
structural, scientific, and technical policy. Actual struc- 
tural policy—expressed in the unsystematic granting of 
tax breaks even in the sphere of foreign economic 
activity, centralized credits, subsidies, and subven- 
tions—is formed under the determining influence of the 
interests of separate departments and interest groups 
and does not correspond to the demands of macroeco- 
nomic efficiency, the requirements of the country’s eco- 
nomic development, or officially declared priorities. 


Unprejudiced analysis shows that we should not hope 
that the growing trend toward deindustrialization in the 
country within the framework of planned economic 
policy will be overcome. Despite the success enjoyed by 
certain enterprises, the overwhelming majority of orga- 
nizations in the sphere of material production expect a 
further deterioration in the situation. For many of 
them—particularly those working in high-tech sectors, 
restructuring will in practice mean their virtual demise. 
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According to forecasts, the industrial production slump 
could reach 25 percent (the absolute maximum over the 
past five years and all the years of peaceful development 
in Russia and the USSR) on the basis of the results for 
the year; in machine building and metalworking it is 
nearing 50 percent, and it will exceed the 30-percent 
mark in the chemical and timber complex, light industry, 
and the production of construction materials. Cuts will 
affect the production of virtually all kinds of industrial 
output. Output of many types of automatic equipment, 
electronics, and electrical machine building products will 
end, and production of many types of domestic elec- 
tronics and agricultural and transport machine building 
products will fall. 


Correspondingly, there will be a further exacerbation of 
the main problems in developing the country’s economy 
and the threats to its economic security—the deindustri- 
alization and destruction of scientific and industrial 
potential, the disappearance of the scientific and tech- 
nical basis for the defense industry, the loss of the 
prerequisites for future economic growth, the extensive 
criminalization of economic activity, the destruction of 
transport, telecommunications, and power generation 
infrastructure, the export of capital, and the brain drain. 
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By the year’s end the Russian economy will have a 
qualitatively new structure that will differ from its 
former structure by the increased proportion of raw- 
material sectors and the disappearance of most sectors in 
high-tech machine building. The new economic struc- 
ture, typical of developing countries, will also corre- 
spondingly predetermine economic growth—we will be 
doomed to a long and chronic depression with a high 
level of structural unemployment, a degradation of soci- 
ety’s scientific, technical, intellectual, and moral poten- 
tial, and major economic dependence on other countries. 


Thus, the key avenues of the economic policy proclaimed 
in the president’s message will remain unfulfilled. In 
many of the aforesaid avenues of economic policy the 
changes will be the opposite of those which were 
declared. 


Nonetheless, despite a number of irreversible cases of 
destruction of our scientific and industrial potential, 
there still remain some opportunities for breaking out of 
the progressive deindustrialization curve and mobilizing 
our existing reserves to overcome the economic crisis 
and structural degradation. This will require major 
changes in economic policy, including bringing it into 
line with officially proclaimed goals and tasks. But to 
this end it is necessary, as a minimum, to soberly assess 
the actual economic situation. 
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POLITICAL AFFAIRS 


Changes to Law on Presidential Elections 


944K2034A Kiev URYADOVYY KURYER in Ukrainian 
28 Jul 94 p 2 


(“Law of Ukraine on Amending the Law of Ukraine On 
Elections of the President of Ukraine’’’] 


[Text] The Ukrainian Supreme Council RESOLVES: 


1. The Law of Ukraine “On Elections of the President of 
Ukraine” (VIDOMOSTI VERKHOVNOY RADY 
UKRAYINY, 1994, No. 8, page 40) shall be amended 
as follows: 


Part | of Article 42 shall be worded thus: 


1. “If more than two candidates for president of 
Ukraine are placed on the ballot and neither one is 
elected, the Central Election Commission shall 
schedule a runoff election of the president of 
Ukraine out of the two candidates who have 
received the greatest numbers of votes, except for 
the candidates that have withdrawn their candida- 
cies after the first round of voting. 


“Should one of the candidates for whom the runoff 
election is being held withdraw his candidacy no 
later than seven days before the vote, the Central 
Election Commission shall resolve to place on the 
ballot the candidate who has drawn the next largest 
number of votes. Should the candidacy be with- 
drawn later than the stated deadline, or should 
there be no other candidates, voting shall be held 
for one candidacy.” 


2. The law shall be enacted on the day of publication. 


[Signed] President of Ukraine L. Kuchma 
City of Kiev 
13 July 1994 


Official on Illegal Firearms Trade 


944K2034B Kiev URYADOVYY KURYER in Ukrainian 
28 Jul 94 p 3 


[Article by Militia Colonel Volodymyr Tkachenko, first 
deputy chief of the Main Directorate for the Protection 
of Public Order of the Ukrainian Ministry of Internal 
Affairs: “Armed and Extremely Dangerous...”’] 


[Text] The issue of the illegal proliferation of firearms 
has recently become increasingly acute in Ukraine. 
Much has already been written about this. However, it 
should be acknowledged that despite the danger the 
weapons pose, the interest in them is not abating, and 
virtually all minors can now explain how pistols of one 
type are different from those of another. 


Unfortunately, weapons are increasingly often ending up 
in unrighteous hands in Ukraine and are being used to 
commit particularly dangerous crimes. The reality is 


UKRAINE 73 


such that messages about the taking of hostages or 
clashes between criminal groups with the use of firearms 
during which not only automatic weapons but also 
combat grenades and explosive devices are used surprise 
almost no one. Criminal chronicle columns of the mass 
media frequently offer information on crimes whose 
nature is that of criminal terrorism (explosions, shoot- 
ings, murders, including contract murders) which are 
aimed against the leaders of the criminal underworld, 
employees of commercial structures, and even people’s 
deputies. As far as the latter are concerned, suffice it to 
mention the murders of Ye. Memetov, Yu. Osmanov, 
and the attempt to kill V. Bortnyk. 


Understandably, the law enforcement organs are not 
sitting on their hands and are blocking the illegal prolif- 
eration of firearms with all their resources. The militia is 
confiscating grenade launchers, mortars, and radio- 
controlled rockets from malefactors.... Last year the 
Ukrainian organs of internal affairs confiscated 1,299 
firearms. Saturation of the “black market” for arms 
continues nonetheless. In the first five months of this 
year as many as 1,238 weapons were withdrawn from 
illegal circulation. Here are some examples. 


A Mercedes driven by its owner, Khludeyev, with pas- 
sengers Telnyy and Shcherbakov (all three nonworking 
local residents), was stopped by functionaries of a unit 
for combating organized crime and Berkut in the village 
of Khryashchevatoye, Krasnodonskiy Rayon, Lugansk 
Oblast. A Kalashnikov assault rifle, a sawn-off hunting 
gun, and cartridges were confiscated from the car. 


In Lvov, nonworking local residents Kardash, Ryndyak, 
Stavovyy, and Yakovenko were apprehended; a NATO- 
Luger submachine gun with silencer, two pistols of 
foreign make, a grenade, and rounds for various weapons 
were confiscated from them.... 


In the city of Yalta (Republic of Crimea), local resident 
Romanenkov was apprehended. Two Mukha grenade 
launchers, two grenades, a hunting carbine, a dynamite 
demolition charge, and cartridges were confiscated at his 
place of residence.... 


Militia service certainly has always and will always entail 
risk; however, every time we learn about the deaths of 
our fellow functionaries we feel the acute pain of irre- 
trievable loss. This year 21 names have already been 
added to the sorrowful list of functionaries of the 
internal affairs organs who perished in the line of duty. 
These people have sacrificed their lives defending the 
peace of others. In extreme situations, our functionaries 
are always prepared for self-sacrifice in the name of the 
lives and health of the people and act not only as official 
duty but also civic duty commands. 


We cannot and will not watch passively as armed crime 
grows. Taking into account the effectiveness of the 
comprehensive use of forces and resources of the internal 
affairs organs in fighting crime, the Ministry of Internal 
Affairs regularly conducts operation ““Weapons” which 








This report contains information which is or may be copyrighted in a number of countries. Therefore, copying and/or 
further dissemination of the report is expressly prohibited without obtaining the permission of the copyright owner(s). 




















74 UKRAINE 


are aimed at confiscating illegal firearms from the pop- 
ulation. Some 1,238 weapons were confiscated during 
the last operation. 


Where do these weapons come from? Unfortunately, the 
sources of “supply” are many. “Exports” of weapons 
from zones of armed conflicts and theft from depots of 
military units, and to a somewhat smaller extent—from 
facilities of the authorized-use system. We should add to 
this attacks on servicemen and militia employers and the 
illegal manufacturing of weapons by our “household 
gunsmiths.” 


We make vigorous efforts to curtail the illegal circulation 
of weapons, and the adduced statistics confirm this. 
However, it is impossible to improve the situation 
without restoring order at the facilities at which weapons 
are stored, without reinforcing the guard of these facili- 
ties, without closing up the “holes” in the border. This is 
not up to the militia alone. The population should also 
provide assistance, even more so because at present 
4,092 firearms are being sought, of which 1,672 are rifled 
weapons, including 418 rifles and carbines, 1,065 pistols 
and revolvers, 12 machine guns, and 177 assault rifles. It 
is probably not necessary to talk about the danger these 
pose to the people. 


Taking advantage of this opportunity, I will remind 
those who do not understand this that the Criminal Code 
of Ukraine unequivocally envisions a penalty for illegally 
carrying, keeping, acquiring, manufacturing, and selling 
firearms (Article 222 of the Criminal Code of 
Ukraine)}—incarceration for a period of two to seven 
years. 


Donetsk Extortion Ring Neutralized 


944K 2034C Kiev URYADOVYY KURYER in Ukrainian 
28 Jul 94 p 3 


[Article by Mykola Lisovenko: “A Group of Criminals 
Have Been Neutralized”’] 


[Text] Donetsk—At a short briefing, Lieutenant General 
Stanislav Havrylenko, chief of the Donetsk Oblast 
Internal Affairs Administration, announced that a large 
group of criminals had been neutralized in the north- 
eastern part of the oblast. Under the guise of a private 
enterprise, the criminals were engaged in extortion of 
money from small enterprises, joint ventures, and even 
state enterprises. It was no accident that the gang 
attracted the attention of law enforcement organs. It had 
been under surveillance for a long time. It was very 
important not to alarm the gang but to catch it, as the 
saying goes, in the act. 


The gang was apprehended at dawn. First, at 0400, 
brawny fellows from Berkut seized one checkpoint of the 
“businessmen,” and subsequently a second one located 
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at a distance of 300 meters from the first. Armed sentries 
were posted at both checkpoints. They had voice radios, 
bulletproof vests, and other military gear. 


A total of 37 combatants were arrested. Six assault rifles, 
13 guns, including multiround ““Winchesters,”’ smallbore 
rifles, etc. were confiscated from them. The detainees 
who took care of their security were well supplied with 
means of protection and transportation vehicles. 


A “production complex” ringed by a reinforced-concrete 
wall was the secure fortress of the group. It was for good 
reason that an armored personnel carrier was used in the 
operation by decision of the leadership of the Internal 
Affairs Administration and the oblast prosecutor's 
office. 


The apprehended individuals are giving their initial 
testimony. 


New Official for Humanitarian Policy 


944K2075A Donetsk VECHERNIY DONETSK 
in Russian 10 Aug 94 p 1 


[Unattributed report: “Ivan Kuras—Deputy Prime 
Minister of Ukraine’’] 


[Text] An edict of Leonid Kuchma, president of 
Ukraine, of 8 August 1994 appoints Ivan Fedorovich 
Kuras deputy prime minister of Ukraine for humani- 
tarian policy. 


Ivan Fedorovich Kuras is a doctor of historical sciences, 
professor, and corresponding member of the Ukrainian 
National Academy of Sciences. A well-known scholar in 
the field of political history of Ukraine, ethnic policy, 
and political science and a scientific organizer. 


He was born in October 1939 in the village of 
Nemirovskoye of Odessa Oblast’s Baltskiy Rayon to a 
peasant family. He is a Ukrainian and is married with 
three sons. 


He graduated in 1962 from Odessa University, and in 1967 
he completed his graduate studies at Kiev University. 


He was a scientific associate of the oblast State Archives, 
senior lecturer, assistant professor, senior scientific asso- 
ciate, and academic secretary of an institute. He per- 
formed party work, in which he dealt with questions of 
education and science. 


As of 1983, he was deputy director of the Political 
Research Institute, and as of 1991, director of the 
Institute of National Relations and Political Science of 
the Ukrainian Academy of Sciences. 


He was for over five years (1998-1993) academician- 
secretary of the Department of History, Philosophy, and 
Law of the Ukrainian Academy of Sciences and a member of 
the Ukrainian Academy of Sciences Presidium. 








This report contains information which is or may be copyrighted in a number of countries. Therefore, copying and/or 
further dissemination of the report is expressly prohibited without obtaining the permission of the copyright owner(s). 























FBIS-USR-94-089 
16 August 1994 


Tsekov on Parliament’s Work, Relations 


944K2071A Simferopol KRYMSKIYE IZVESTIYA 
in Russian 10 Aug 94 p 1 


[N. Gavrileva report on Sergey Tsekov news conference; 
place and date not given: “We Have Gotten a Lot 
Done’’} 


[Text] Sergey Tsekov had not invited journalists to a news 
conference for two and a half months. 


Today there was an excuse: The session had decided to 
call a short recess in order that the deputies might do 
some work in their constituencies. 


In brief opening remarks, the chairman of the Supreme 
Council summed up the work in figures: 52 plenary 
sittings of the Supreme Council, 16 of the Presidium. The 
Supreme Council has adopted 95 decrees, 6 laws, and 6 
appeals and statements; the Presidium, 29 decrees. 


[Question] Please assess the first months of business of 
the Crimean Supreme Council. 


[Tsekov] Positive, in the main. In my view, the Supreme 
Council has gotten quite a lot done in the past three 
months. We have begun to work and have been working 
under very difficult conditions. The Supreme Council's 
transition to work on a permanent basis has been 
attended by certain difficulties, primarily of an organi- 
zational nature; it is necessary to ensure the normal 
activity of the deputies and reorganize the administra- 
tive system of the Supreme Council. There was much 
criticism in this connection, incidentally, on the part of 
the news media; they believed that this was not priority 
work. I disagree; the deputy must know his status, and 
the Supreme Council must provide for his normal work 
and, thereby, for a normal legislative process. 


We have also adopted many laws that concern the 
foundations of the statehood of the Republic of Crimea, 
one of the first concerning restoration of the constitution 
of 6 May 1992. You will recall the criticism to which we 
were subjected. But we believe that this was a very 
opportune act; it would be attended by enormous diffi- 
culties now. And in three months we have not deviated 
from the constitution in our practical work—in the 
resolution of both internal and “external” problems. 


Further, we adopted a concept of interregional relations 
of the Republic of Crimea—this decision was timely and 
correct also: We need to establish normal relations, 
primarily with the countries of the near abroad, partic- 
ularly with Crimea’s immediate surroundings—the 
eastern and southern oblasts of Ukraine and regions of 
Russia. We have desires in regard to the countries of the 
Black Sea basin also. 


[Question] It is customary to say today that the Crimean 
Supreme Council .s going through an “adaptation” 
period. How much longer will it last? 
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[Tsekov] I would not say that this period is over. When 
the structure of the Supreme Council has taken shape 
conclusively (the factions have a very impermanent 
composition currently), this period will be over, in all 
probability, by the end of 1994. 


[Question] How do you see the evolution of relations 
between the executive and the legislature of Crimea and 
their prospects? 


[Tsekov] You all witnessed the relatively big difficulties 
at the first stage. The Supreme Council understood that 
the confrontation was entirely unjustified and that it was 
harming the Republic of Crimea. We have throughout 
these three months attempted constantly to find mutual 
understanding with the executive. You know that a 
closed session of the Presidium was devoted to precisely 
this. At the present moment, we have found points of 
contact, and a relaxation in our relationship may be 
observed. 


[Question] What decisions will be adopted in accordance 
with the edicts of the Crimean president that do not 
correspond to current legislation? What about the new 
structure—the security office under the auspices of the 
president? 


[Tsekov] We have considered this matter repeatedly. We 
believe that no one has the right to violate the constitu- 
tion or legislation of the Republic of Crimea—neither 
the president nor the chairman of the Supreme Council 
nor the Supreme Council nor the government. In respect 
to the creation of the Office of Security and Interstate 
Relations under the Crimean president, it is not entirely 
clear at this time what kind of structure this is, but, on a 
superficial acquaintance with this directive, the Supreme 
Council feels a certain perplexity and has a number of 
questions. In our view, the creation of such structures is 
the prerogative of the Supreme Council. This matter 
will, I believe, be considered at a sitting of the Supreme 
Council in the near future. 


[Question] What are the prospects of the negotiations 
between Crimea and Ukraine on a treaty relationship? 


[Tsekov] As you understand, a certain thaw in our 
relationship has been observed with the election of the 
new Ukrainian president. But this thaw is of an unoffi- 
cial nature, I would say. As far as official relations 
between the Crimean Supreme Council and Ukraine are 
concerned, a certain lull has been observed here. This 
has been caused by both objective factors (the recess of 
the Ukrainian Supreme Council) and certain subjective 
factors. 


[Question] Does this thaw signify a renunciation of the 
program of the “Russia” bloc? 


[Tsekov] We have no intention of abandoning the aims 
of the “Russia” election bloc; as you recall, its main goal 
is the restoration of unity with Russia: spiritual, cultural, 
economic, and politica! unity. But, there are for this both 
time and stages. We will work in this direction, as we 
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have done since the election itself. We will make every 
effort to ensure that Crimea becomes a real bridge of 
friendship between Ukraine and Russia and to prevent it 
becoming a bone of contention. 


[Question] Moroz, chairman of the Ukrainian Supreme 
Council, termed in an interview with KRYMSKIYE 
IZVESTIYA the conditions in the highest echelons of 
power a mass-meeting atmosphere. Do you agree with 
this definition? 


{[Tsekov] If we are speaking about the work of the 
Crimean Supreme Council, such moments have been 
observed, possibly, but on the whole, in my view, the 
Supreme Council is operating without the use of these 
methods—this is easy to see if you have an unprejudiced 
approach. As far as the work of the executive authorities 
is concerned... it seems to me that a mass meeting is a 
public matter and takes place in view of many citizens. 
But, as of late, I have observed a certain secrecy in the 
work of the executive. I believe that what it is working on 
should be known to all—both deputies and Crimeans. 
And the information that the chairman of the Supreme 
Council possesses should be conveyed in full to all. 


[Question] Do you not find it necessary following the 
closed sittings of the sessions and the Presidium, which 
have become quite frequent, to hold short news confer- 
ences to familiarize journalists with their results? 


[Tsekov] I promise to hold them. We have in this time 
held three closed sittings of the Supreme Council and 
two of the Presidium. In my view, they were brought 
about by purely objective factors. It is abnormal, of 
course, that information concerning these sittings 
reaches the news media not from officials. We will try to 
conduct such sittings as infrequently as possible. 


[Question] Do you consider that the Supreme Council 
frequently adopts hasty decisions—if only in respect to 
General Kuznetsov? 


[Tsekov] The appointment of General Kuznetsov to the 
office of minister of internal affairs was timely and 
correct, and I personally have no regrets on this score. He 
is now in a difficult position, and it has nothing to do 
with his actions but with the decisions that have been 
adopted by the organs of state power of both the 
Republic of Crimea and Ukraine—primarily those 
adopted by the former Ukrainian president. 


[Question] Do you not regret that, at the time of the 
formation of the Presidium, account was not taken of the 
wishes concerning the co-option onto it of the faction 
leaders, Refat Chubarov, for example, and creation in 
this way of a coalition leadership? 


If we are speaking about the work of the Presidium as a 
whole, I give it a positive assessment. A pretty good 
composition was selected, in my view,, and the commis- 
sion chairmen are working very responsibly. But, if we 
are speaking about some purely human feelings—I 
would like to have the leaders of all factions in it. In 
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many countries, for example, the steering bodies of 
parliament are frequently formed precisely from faction 
leaders. Do I intend changing the composition of the 
Presidium? There are no grounds for this at the present 
time, in my view. 


[Question] What are the prospects of relations with our 
immediate southern neighbor—Turkey? 


[Tsekov] Cliches of the past are in a sense exerting an 
influence here. In accordance with the concept that we 
have considered, it is contemplated establishing rela- 
tions with all states of the Black Sea basin, Turkey 
included. 


[Question] As the Crimean president said, there will be 
no Crimean Tatars in the delegation for negotiations 
with Russia. Your attitude? 


[Tsekov] In accordance with a decision of the Supreme 
Council, authority to form this delegation has been 
accorded me, the chairman of the Supreme Council, and 
I will head it. The delegation has yet to be formed, and, 
for objective reasons (the break in the work of the State 
Duma and the Federal Assembly), the visit to the Rus- 
sian Federation has been postponed. Frankly speaking, 
the formation of the delegation is so complex an issue 
that I would not like to make any promises in this 
connection concerning the inclusion in it of this deputy 
or the other. We always pay careful heed to the opinion 
of the Crimean president—that we sometimes disagree 
with his opinion is another matter... 


[Question] Will the practice of inviting to Crimea and 
sessions of the Supreme Council politicians from Russia 
of the S. Baburin type continue? 


[Tsekov] Many people are paying unofficial visits to 
Crimea, particularly now, in summer. Many representa- 
tives of the legislature and the executive of the Russian 
Federation spend their vacations in Crimea, and I have 
had meetings with some of them; I believe that they 
perform a very positive role in the ordering of relations 
with Russia. As far as S. Baburin is concerned, this was 
an unofficial visit. I would like to emphasize that we 
intend to cooperate both with all organs of state power of 
the Russian Federation and with all political forces, and 
we would not want to pick out some particular ones here 
and orient ourselves only toward them. Russia is what it 
is, and Crimea should cooperate with it—with anyone. 


MVD Chief Supports Dual Authority 


944K2071B Simferopol KRYMSKIYE IZVESTIYA 
in Russian 10 Aug 94 p 1 


[KIYEVSKIYE VEDOMOSTI report: “Ready To 
Submit to the MVD of Ukraine”} 


[Text] Valeriy Kuznetsov, minister of interna! affairs of 
Crimea, deems it expedient to establish the dual subordi- 
nation of the MVD [Ministry of Internal Affairs] of 
Crimea—to Kiev and Simferopol. 
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Speaking at the session of the Crimean Supreme Council 
within the framework of discussion of the fight against 
crime, V. Kuznetsov declared that, in his opinion, this 
matter should be decided at negotiations with represen- 
tatives of the Ukrainian leadership. He announced that 
he intended in the very near future to hold negotiations 
in Kiev with Volodymyr Radchenko, minister of internal 
affairs of Ukraine. Kuznetsov believes that the Crimean 
internal affairs authorities should be funded by Ukraine 
and Crimea on a shared based. 


Crimean Crime Situation Worsens 


944K 2071C Simferopol KRYMSKIYE IZVESTIYA 
in Russian 10 Aug 94 p 1 


{[KIYEVSKIYE VEDOMOSTI report: “ ‘All of Crimea 
Is Enveloped in Racketeering””’] 


[Text] The Crimean Supreme Council has studied the 
fight against crime on the peninsula. 


Deputies affirmed that the crime situation is deteriorating. 
There are one to two homicides daily, chiefly involving the 
use of firearms. Seventeen persons have died since the start 
of the year in “showdowns” between enemy clans. Some 
120 crime groupings, 57 of which, organized, operate in 
Crimea. According to V. Kuznetsov, who remains minister 
of internal affairs, although the entire militia is in fact 
under the jurisdiction of the Main Administration of the 
Ukrainian MVD [Ministry of Internal Affairs], “all of 
Crimea is enveloped in racketeering.” 


The Crimean Supreme Council deferred a decision on 
this matter and sent it on for revision. 


Dismay Expressed at Parliamentary Work 
944K 19824 Kiev NEZAVISIMOST in Russian 
29 Jul 94 pp 1-2 


[Article by A. Parakhonya and N. Chernenko: “Chaos in 
the Government and Parliament”] 


[Text] That was how one of the legislators appraised the 
situation. Who is responsible for it? In seeking the 
answer we are focusing our attention increasingly on the 
new Supreme Council, which, by the way, is completing 
its first session. The parliamentarians are preparing to go 
on vacation. The voters, however, retain their problems. 


The start of the final week of sessions did not auger any 
scandals or conflicts. The deputies, somewhat debili- 
tated by the summer heat, peacefully conducted a second 
hearing of the standing orders of the Supreme Council— 
its fundamental internal law. Thunder was heard 
Tuesday afternoon when it came time to determine the 
working language of the parliament. Since no transcript 
of that session was made, and there was practically no 
press section at all, we decided for the sake of accuracy to 
grant the floor to one of the participants in that incident, 
Deputy Yaroslav Kendzor from Lvov Oblast: 
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Work on the standing orders on the whole proceeded 
normally and the adopted document was quite good. But 
oil was constantly being poured on the flames by the 
Bolsheviks in the Supreme Council, who strove to offi- 
cially record in the standing orders that in addition to 
Ukrainian, the official language is also to be Russian. 
Even without this our legislative organ frequently 
appears like a branch of the Russian Duma. Why did an 
incident occur between myself and Aleksandr Chupa- 
khyn, socialist deputy from Kharkov Oblast, head of the 
foundry at Kupyansk? Speaking over the microphone, 
that gentleman allowed himself such “proletarian” spon- 
taneity that he could not even be quoted by NEZAVISI- 
MOST, with all its frankness. If that obscene language 
was directed exclusively at me, I could have restrained 
myself. But it pertained to the Ukrainian language! 


There was no fight. I simply quietly moved that unfor- 
tunate legislator away from the microphone. I believe he 
understood something inasmuch as when we were 
adopting the standing orders, he was no longer at the 
microphone. 


Unfortunately the leftists in our parliament, and of 
course we are not speaking of everyone, include a group 
of Bolshevik dregs. Their speech, their behavior, and 
their plans have an aggressive barricade mentality. More 
often than not at the sessions they use a street argot and 
elaborate expletives. The chairman of the temporary 
mandate commission has quite a few complaints in that 
regard. From that let us extend a bridge to the overall 
situation in the Supreme Council. No matter what issue 
is discussed, it is specifically certain communists and 
socialists who are the ones constantly demonstrating 
total disregard for Ukraine, the traditions of its people, 
our culture, and language. Trace, for instance, the state- 
ments made by deputies from the Tereshchuk and Dor- 
shevskyy factions. It is time for the procurator’s office to 
have a say. 


At one of the most recent press conferences Aleksandr 
Moroz, speaker of the Supreme Council and, by the way, 
also a leader of the socialists, complained that the word 
independence should be read as frenzy in describing the 
actions of individual communists and socialists in par- 
liament. It is interesting how Aleksandr Aleksandrovich 
will now evaluate the criminal act of his party com- 
rade—the socialist Chupakhin, in the higher legislative 
organ of the country. Will that consolidate our society? 
The Commission on Deputy Ethics, however, must also 
reach a verdict concerning what happened. 


At the same time, the Derzhavnist and Reform deputy 
groups furnished their evaluation of the situation in the 
Supreme Council. It turns out that the parliamentary 
scandal is far from incidental. According to the demo- 
crats, individual representatives of the communists and 
socialists have recently been purposefully fanning inter- 
party animosity. They are the ones creating artificial 
problems—linguistic, those of the Lvov type, and other 
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problems that detract deputies from normal legislative 
work, disrupting their endeavors and provoking conflicts 
in society. 


Sergey Sobolev, a representative of the Reform group, 
expressed concern with such destructive actions. The 
Supreme Council is yet to become a full-fledged parlia- 
ment both from the viewpoint of being a representative of 
all the people of Ukraine and from the viewpoint of “the 
domestic building of the legislative organism.”” Work on 
the new constitution was abandoned and there is no 
concept of social reform. Moreover, the deputy believes 
that there was a departure from the resolution of vitally 
important problems: resolution of the economic crisis, 
resolution of monetary-financial issues, and improvement 
in the welfare of the people. Attempts are being made to 
halt privatization and wean the population away from it. 
The leadership in parliament consciously does not want 
stabilization of the monetary system and is not willing to 
liquidate the monopolistic-speculative mechanisms for 
acquiring revenue in the credit-banking and currency- 
banking spheres. Such unproductive and chaotic activity 
by the parliament and its contradictory legislative policy 
may lead to an aggravation of the situation in Ukraine. 


That is the way the state of affairs in the Supreme 
Council and in the country is viewed today by the 
legislators themselves. It is hardly likely that anything 
will change with the adoption of the long-awaited 
standing orders. Just like the other laws, they will be 
trampled by those forces that have everywhere and 
always been governed by the principle of “revolutionary 
expediency.” Passions over the adopted act had barely 
cooled when everything again took its normal course. As 
before, the deputies are openly voting with cards 
belonging to others—for themselves and for “that fellow 
as well.” 


One thing the legislators did not forget before leaving on 
vacation was to provide for their activities (read, life). 
Without any unnecessary commotion, and discontinuing 
live coverage, they gave themselves millions 1n raises, 
supplementary payments, bonuses, free trips, and so on. 
They did manage to threaten the journalists through one 
of the commission representatives: In case of any arbi- 
trary comments concerning that decree, the press will be 
made to suffer. 


Everyone is suffering today. The journalists, with stifling 
and excessive taxes, the Chernobyl residents in Poleskiy 
Rayon, whose resettlement program has been frozen, as 
well as teachers who have yet to receive their vacation 
pay, pensioners without pensions, and rural residents 
suffering shortages of fuel for the harvest, which is 
currently a meager one, and other citizens compelled to 
appeal directly to the Supreme Council for resolution of 
the most acute social problems. The chaos in our life 
continues 


P.S. At the morning session of 28 July the first item on the 
agenda was one of the most pressing national issues: 
perfection of the privatization mechanism, to which the 
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deputies returned after finishing work on it. Point 9 of the 
draft decree proclaims: Consider it as unfeasible to accel- 
erate the process of privatization before the resolution of a 
number of questions. 


The alternative draft of the group of leftists calls for a 
six-month moratorium on privatization. 


ECONOMIC AFFAIRS 


Ambassador on Trade Relations With Switzerland 


944K2011A Kiev BIZNES in Russian 
No 29, 26 Jul 94 pp 1, 9 


[Interview with Ann Boti, counselor for trade and eco- 
nomic affairs of the Embassy of Switzerland in Ukraine 
and president of the International Trade Club, by V. 
Kvytko; place and date not given: “Ukraine Has a Vital 
Need for Real Market Reforms and Assistance in the 
Development of Private Initiative’’] 


[Text] The Embassy of Switzerland occupies No. 12 on 
Ulitsa Fedorova in Kiev. Ann Boti, the Embassy coun- 
selor, welcomed a BIZNES correspondent to her hospi- 
table office several days ago. Mrs. Boti was among the 
first Western diplomats to arrive in Ukraine after the 
proclamation of its independence and served as chief of 
mission for several months. Recently Ann Boti was 
elected president of the International Trade Club, whose 
members consist of diplomats from practically all the 
nations represented in our country. 


Mrs. Boti kindly agreed to respond to our questions 
concerning the state of Ukrainian-Swiss trade and eco- 
nomic relations and likely prospects for their further 
development. 


[Kvytko] Mrs. Boti, you were among the first diplomats 
to arrive in independent Ukraine and take an active part 
in the work of the International Trade Club. That is, the 
development of our country took place, as they say, 
before your eyes. In addition to that, as far as I know, 
quite a bit of information was generated at meetings in 
the Trade Club. How would you rate the Ukrainian 
economy and the possibilities for its development? 


[Boti] In 1992, when I was offered work in Kiev, I 
immediately agreed since I understood well the impor- 
tance of establishing all-round contacts with the young 
independent state in the center of Europe. It was likewise 
known that in the view of authoritative experts, among 
the republics of the former Soviet Union Ukraine had 
the most favorable economic prospects. In addition to 
that, the fertile Ukrainian chernozem soil was famous 
throughout the world and its reserves of minerals, with 
the possible exception of oil and gas, were believed to be 
quite abundant. 


In other words, there were some excellent premises for a 
good start. But for some reason the situation in your 
economy steadily deteriorated. Certain external factors, 
of course, also played a negative role. This, first of all, 
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pertains to difficulties with payment for oil and gas. 
Nevertheless the not always thought-out management of 
the economy and delays in the conduct of market 
reforms are probably also responsible for many of the 
current difficulties. | am not an economist and will not 
dare to give categorical advice, but I do feel confident 
that today it is vitally important to conduct market 
reforms in an active manner and support those people 
who know how and are ready to carry out this very 
important work. The laws and enforceable enactments 
that have to stimulate development of private initiative 
must have their say here. 


The process itself is impossible without a restructuring of 
state management and development of the corre- 
sponding financial stabilization measures. In addition to 
that, the world today has enough countries whose expe- 
rience could be used by you. It is known, for instance, 
that the economic situation in Russia is improving. 
What is most important is not to repeat any mistakes. 
Therefore | regard the future of the Ukrainian economy 
with optimism. 


{[Kvytko] Your optimism is probably fully justified for the 
Ukrainian economy, which is in a “recumbent” position 
and has nothing else to do other than start getting up. If 
one is to speak about an example showing the extraction of 
experience, on that plane I would separate it into tactical 
experience, borrowing from the closest neighbors, and 
strategic experience with orientation toward the developed 
countries of the world, which include Switzerland as well. 
Therefore as a final example we need to emulate your 
country. Trade and economic cooperation must be of great 
help in mastering market systems of development. How 
would you evaluate the attitude of Swiss entrepreneurs and 
their desire to work in Ukraine, and also what prospects 
may be discerned in the development of our trade and 
economic cooperation? 


[Boti] I shall note right off that numerous Swiss firms 
have already come to Ukraine, opening their represen- 
tations here. I will say frankly that your country is very 
attractive to our businessmen and they are prepared to 
work here sufficiently actively if they can earn profits 
instead of suffering losses. Believe me, very little is 
needed in order to achieve that. First of all, clear and 
stable laws allowing the conduct of business under 
market conditions. Secondly, acceptable taxation, as well 
as normal duties, excise taxes, and value-added taxes 


After all, Swiss entrepreneurs have never been spoiled by 
especially favorable terms in our country. They know the 
value of tedious work and the money that is earned. By 
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contrast with Ukraine, Switzerland 1s poor in minerals. 
Therefore zeal and thrift are distinguishing characteris- 
tics of Swiss businessmen. They do not chase after 
superprofits, being satisfied with relatively small but 
stable profits. 


As far as trade and economic cooperation are concerned, 
up to now it has been developing in a traditional manner. 
Our firms provide Ukraine with machinery and pharma- 
ceutical products, while from you we receive certain 
types of raw materials, energy, and metal. Analysis, 
however, indicates that we export almost nine times 
more than we import from you. In volume, export- 
import operations with Ukraine are smaller than those 
with reforming countries of Central Europe by a factor of 
more than 20, which, with your possibilities, is clearly an 
abnormal situation. 


[Kvytko] Nevertheless, Switzerland today occupies one 
of the leading positions among the partners of Ukraine in 
commodity turnover, investment capital, and even in 
the number of joint ventures that have been created 
Even though it 1s also possible to agree with the conten- 
tion that potential possibilities of our trade-economic 
ties are much higher. If one gathers optimism, it may 
very well happen that in the next two or three years the 
situation will change sharply for the better. In your 
opinion, what is necessary for that to occur? 


{Boti] | would not become euphoric about what you said 
concerning commodity turnover, investments, and joint 
ventures, since that level must be much higher while 
cooperation must be much more varied and deeper. 
After all, representatives of our banks and insurance 
companies, as well as firms of the size of Nestle, are yet 
to arrive in Ukraine. No offense meant. They are ready 
to be here, but with the creation of an appropriate 
market climate. The fact that they are not here is 
symptomatic of the unfavorable development of market 
relations and an unstable system of legislation. The point 
is that any instability deprives business representatives, 
and not only those from Switzerland, of the possibility of 
maneuvering and long-term planning. Ne sufficiently 
serious businessman can get by without that. As a result 
the aura of instability prevents not only firms from 
working in a fruitful manner, but Ukraine itself as well. 


It is impossible to earn a favorable reputation by relying 
only on potential possibilities, without any real reform 
measures. As soon as you bring into play the levers of 
reconstruction, backed by legislative support, the state of 
affairs in Ukraine will immediately begin improving. At 
that time the indices reflecting our trade-economic coop- 
eration will grow manyfold. I am firmly convinced of 
that 
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Consumer Market for First Half 1994 Viewed footwear output by a factor of 6.9, and of hosiery and 
944K 2073A Simferopol KRYMSKAYA PRAVDA knitwear—by a factor of 2.7. Production of hosiery for 
in Russian 10 Aug 94 p 1 children declined by three-quarters, of shirts, dresses, 


and suits—by 80-87 percent. Production of radio 
[Report by I. Dyakov under the rubric “Economic receivers amounted to 47 percent of the level of last 
Review’: “If We Compare Prices’’] January-June, television sets—56 percent, and electric 
mixers—36 percent. 
[Text] The situation in the consumer market became 
further exacerbated during the current year. According Retail sales amounted to 4,720,912,000,000 karbovantsy 
to data of the Crimea State Committee on Statistics, in current prices; this is 22.6 times more than last year. 
5.096 trillion karbovantsy worth of consumer goods In comparable prices, however, they declined by 43 
were produced in the first half-year. This is 39 percent percent. Shipments of potatoes from the market stocks of 
less than over the corresponding period of last year. state and cooperative trade organizations amounted to 


With respect to foodstuffs, 2.8775 trillion karbovantsy | 8,000 tonnes, which 1s 9 percent less than in January: 


worth were produced. At the same time, output of June of last year. Shipments of fruit declined by 39.4 
vegetable oil declined by 78 percent; whole-milk prod- Percent, and fresh vegetables—by 35.3 percent. Deliv- 
ucts, sausages, meat, canned goods, and butter—by 30- eries of meat, margarine, sausages, tea, and macaroni 
46 percent; and confectionery items—by two-thirds. items fell off by 45-61 percent, canned fish and vegeta- 
. ; | bles and fish—by 80-88 percent; sugar and confectionery 
Production of baby food declined to an even greater items—by 90 percent; and herring—fourfold. Within the 
extent. The output of bologna for babies fell off by half, nonfood consumer goods group, deliveries of woolen 
of Vitalakt fermented milk products—by 62 percent, and fabrics increased by 57 percent. But deliveries of silk and 
of canned fruit and vegetables—by 78 percent. é ean | 

linen fabrics, as well as synthetic detergents, declined by 
The supply of light industry goods dwindled. Their 70-77 percent, and of cotton fabrics, household soap, 
output fell off by 70 percent. This includes a drop in and leather footwear—by 65-70 percent 
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Prices for agricultural products at farmers markets in 
Simferopol, Sevastopol, Kerch, and Feodosiya rose by a 
factor of 33.8, including for products of plant- 
growing—by a factor of 34, and animal husbandry 
products—by a factor of 21.9. The average price of 
potatoes amounted to 6,092, carrots—13,808, beets— 
9,614, and onions—18,606 karbovantsy per kg. Prices 
for beef rose 33.5-fold, mutton—21-fold, and pork— 
27.2-fold. At the same time, sales of agricultural prod- 
ucts in comparable prices increased by 25.7 percent. 
Apparently, this is a result of private initiative. 


In the first half of the year 1.6 trillion karbovantsy worth 
of for-fee services were rendered to the population. In 
current prices this 37 times more than last year. The 
physical volume of services declined by 29.8 percent, 
however. 


Moroz, Mosol on Use of Chernobyl AES 
944K2032A Kiev URYADOVYY KURYER in Ukrainian 
28 Jul 94 pp 1-2 


[Article by Volodymyr Ilchenko: “The Chernobyl AES 
Will Be Closed Down, But Not Right Away”’] 


[Text] In the ninth year since the Chernobyl catastrophe, 
insinuations concerning the Chernobyl AES [Nuclear 
Power Station] have sprung up with a new vigor. The 
issue of shutting down the nuclear power station has yet 
again become the subject of discussion in political 
forums on high and in the mass media. The Supreme 
Council is about to make yet another decision in this 
matter. What this decision will be depends not only on 
the position of our politicians and the economic poten- 
tial of Ukraine but also on the cooperation of the world 
community, which is showing a great interest in discon- 
tinuing the operation of obsolete reactors in Chernobyl. 


For now, the positions of Ukrainian politicians on this 
issue are merely emerging. A joint trip to the Chernobyl 
Nuclear Pewer Station by Supreme Council Chairman 
Oleksandr Moroz and Prime Minister Vitaliy Masol was 
devoted to this. They visited the first and third power 
units, met with the personnel of the station, and heard a 
report about the operation of the AES from its director, 
Serhiy Parashyn. 


Of the three power units, only the first unit 1s generating 
power at present. The second remains mothballed after a 
fire in 1991, and the third is undergoing two months of 
scheduled repairs. To the mind of specialists from the 
Chernobyl! AES, it is possible to extend the service life of 
the nuclear power station if the second power unit 1s 
modernized, the first unit is shut down for refurbish- 
ment in |.5-two years, and relevant work to ensure the 
safety of the third unit is done. Not much time is needed 
to start up the second power unit. One of the two 
turbines with a capacity of 500 megawatts has already 
been adjusted there, an | the reactor 1s being brought into 
operating condition. Si ce the government resolved that 
the second power unit would not be commissioned, some 
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of the fuel has already been transferred from there to the 
first unit. As specialists maintain, it is quite easy to 
refurbish an unloaded unit—the technical channel would 
be replaced and some other work would be done. In 
1.5-two years, the second power unit can generate elec- 
tricity. However, funds are required to this end—$250 
million for each of the two units. The Chernobyl AES 
management believes that this is not a large amount 
because one power unit is capable of “earning” $300 
million a year. However, as V. Masol said, even this is 
hard to find given the current budget deficit (in the 
second half of the year it will reach 20 percent). 


In O. Moroz’s words, there are several levels in the 
Chernobyl problem: the worldwide level—since it 
amounts to the price our civilization pays for scientific- 
technical progress, the level of relations between Ukraine 
and the countries of the world community, the domestic 
level—because it is a problem for Ukraine, the level of 
the labor collective, as well as that of each citizen of our 
country. Everything above the “domestic” level is asso- 
ciated with politics; meanwhile, to us Chernobyl means 
socioeconomic problems, it means our lives. The 
Supreme Council chairman does not expect to receive 
sufficient funds from the West to upgrade the power 
industry of Ukraine. He thinks that Ukraine should draw 
on its own resources. 


We do not refuse to cooperate with the world community 
as far as the possibility of closing down the Chernobyl 
Nuclear Power Station is concerned, said V. Masol. 
However, relevant calculations should be made and the 
issues Of building 2n infrastructure should be resolved 
because the collective may not be left to its own devices 
and the economic situation in the state may not be 
worsened. Together with the world community, we will 
decide what to do next: develop the power industry first 
and then close down the Chernobyl! AES, or begin with 
the nuclear power station. The prime minister thinks 
that $500 million promised by the West for upgrading 
the power industry will not be enough. 


The prime minister does not consider himself to be a 
“novice” at the station. This 1s not surprising: In May 
1986 he worked here during the initial 16 days of the 
accident and contributed to all the decisions that were 
made both with regard to the evacuation of the popula- 
tion and the construction of the sarcophagus. Half in 
jest, V. Masol counts himself among the 10 percent of 
employees who have remained working at the Chernoby] 
AES since 1986. The prime minister offered assurances 
that as time goes by the Chernoby! Nuclear Station will 
be closed down in any event because the time of opera- 
tion allotted to it amounts to 30 years. However, it will 
not be possible to shut it down suddenly, as one closes a 
door. Ukraine 1s losing markets for the sale of its 
products, including electricity, because of a fall in its 
frequency. Foreign consumers need frequency at a level 
of 50 hertz, whereas our current level is 49.5, in essence 
at a critical mark 
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It so happened that I chose the point on the map where 
the city of Slavutich would grow, V. Masol told 
employees of the Chernobyl AES. At present this is a 
beautiful modern city. The prime minister promised that 
the state would allocate funds to build a school of music 
and complete the construction of a hospital in Slavutich. 


In 1990 Ukraine produced 300 billion kw-hours of 
electricity a year. This year, 208 billion is projected. 
Lack of energy resources, the drop in the volume of 
production, and the capacity at the Chernobyl AES 
which is out of order are the reasons for this. However, 
production will begin to grow later, and the rate of 
decline 1s diminishing already. This means that the need 
for electricity will increase, believes V. Masol. 


V. Masol gave assurances that we would make efforts to 
provide work for everyone employed at the Chernobyl 
AES even in the event of its closure. About five years are 
needed to create the appropriate infrastructure, and 
another five years needed to resolve scientific and tech- 
nical issues. Over this period of time, scientists will find 
a relevant technical solution: The reactors will be 
replaced with new, more reliable ones. Therefore, the 
Chernobyl AES will operate at least until new capacity is 
provided. 


Leaders Urged To Take Anti-Drought Measures 
944K 2083A Simferopol KRYMSKIYE IZVESTIYA 
in Russian 1] Aug 94 p 1 


[Article by Sevastopol City Soviet Deputy V. Serdobolskiy: 
“Custom-Made Rain’’] 


| Text] Custom-made rain can be produced by an AN-26 
aircraft “Cyclone.” 


[SLAVA SEVASTOPOLYA] Could this be perhaps the 
same “Cyclone” which stopped the Chernobyl radioac- 
tive cloud and did not allow it to reach Moscow? 


{Prilepov] One and the same; now some people thank us, 
while others curse us 


[SLAVA SEVASTOPOLYA] What is the substance of 
your method” 


[Prilepov] Roughly speaking, we impact a cloud with 
special reagents, increasing the number of ice-forming 
kernels and thus regulating the quantity of precipitation. 
We have built a multifunctional airborne complex which 
enables us to obtain information on the microstructure 
of various clouds. We have developed, successfully 
tested, and put into operation an AN-26 airborne labo- 
ratory “Cyclone” equipped with modern measuring and 
computing equipment and a dose-measuring device... 


This is an excerpt from an interview with Vadim Niko- 
layevich Prilepov, staff member of the Aqua Center for 
Implementation of Methods and Means of Active Influ- 
ence on Weather of the Central Aerological Laboratory 
in the city of Dolgoprudnyy in Moscow Oblast. He gave 
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it two years ago to a SLAVA SEVASTOPOLYA corre- 
spondent during a visit to our city. 


Custom-made rain from a cloud—it is both a miracle 
and an acute necessity, especially for the Crimea, where, 
as Minister of Agriculture and Food S. Nikolskiy noted 
in an open letter to Yu. Meshkov, the current year’s 
unusually harsh natural conditions, the snowless winter 
in conjunction with very cold temperatures, and the 
severe drought have left us without half the necessary 
edible grain and less than half the necessary feed for 
livestock and poultry. 


By the way, the alarming situation caused by the drought is 
causing anxiety and concern among Crimea residents. This 
could have been avoided, however, had the Crimean 
leadership used Aqua’s services in time (March-beginning 
of June). The Aqua Center was ready to fill “to capacity” 
the Chernorechensk reservoir with water from heaven for 
only 600,000 karbovantsy. And this at a time when Sevas- 
topol residents collected about 1.3 million karbovantsy for 
the purpose of ensuring the local water supply. Sevastopol! 
residents had the opportunity to see for themselves Aqua’s 
capabilities, having used its services in 1992. At the time, 
however, it completed only part of the work for the 
amount of R28,000. Unfortunately, at that point relations 
with it were terminated. Some thought of the new under- 
taking as unpromising and ineffective. Then Aqua went on 
to apply its scientific and production power in the deserts 
of the Syrian Arab Republic. Here is what ARGUMENTY 
I FAKTY wrote on this occasion (No. 15, April 1993): 
** .the invaluable experience carne in handy in hot Syria. 
Now the Rosgidromet [Russian Hydromcteorology Com- 
mittee} on contract waters fields and deserts in a foreign 
country from December to March. The results are stun- 
ning. Deserts have turned green. In 1991—the first year of 
the contract—precipitation was stimulated for only half of 
the season, but the Syrians got the best harvest in recorded 
history. Last year—another record. 


“The result is in the spirit of our times. They are our brains, 
our hands, and the aircraft doing the cloud seeding is also 
ours, but it is the Syrians who reap the harvest.” 


We have to remember that Aqua not only produces rain 
from a cloud “to order,” but also revitalizes lands made 
saline by Dnieper water. Even if the ruinous Chernobyl 
catastrophe had not happened, the Dnieper water would 
not be usable for agricultural purposes becat'se it con- 
tains too many salts. The latter accumulate in the soil 
year after year, and will eventually make (and are already 
making) the soil unfit for agricultural use. Only Aqua can 
save these lands, by providing the freshest water from 
heaven. 


Neither should we forget that the Dnieper—either 
directly or through its tributaries—is the receptacle for 
water cooling the reactors of the Kursk, Chernobyl, 
Smolensk, Rovno, Zaporozhye, and Khmelnitskiy 
nuclear power stations. Which is 17 nuclear reactors! 
The discharge from them eventually ends up in the 
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Kakhovsk reservoir, which supplies the drinking and 
agricultural water system of the Crimea. 


So how can we refuse Aqua’s services? 


During my meetings with Aqua representatives in Sevas- 
topol, they expressed willingness to help the Crimea. 


Does it make sense to refuse the tempting offer and the 
work that has brought great harvests to Syria? I pre- 
sented Aqua’s capability to make miracles to Crimean 
Supreme Council Chairman §. Tsekov, Crimean Min- 
ister of Food and Agriculture S. Nikolskiy, and Crimean 
Supreme Soviet Deputy V. Kiselev. I hope they will see 
all the promising things Aqua’s services can provide. 


Gas Import, Transit Statistics Reported 


Winter Reserves Possible 
944K 1647A Lvov POST-POSTUP in Ukrainian 
No 20, 17-23 Jun 94 p B4 


{Unattributed Article: “June Gas Deliveries To Ukraine 
Raise the Possibility of Winter Reserves In the Storage 
Tanks” 


[Text] After Ukrainian-Russian negotiations in Kiev and 
significant progressmade by UKRHAZPROM, Russian 
gas suppliers continue to supply this raw material in 
quantities sufficient to give Ukraine the possibility of 
acquiring gas reserves for the fall-winter period. 


In accordance with an earlier contract, the Russian joint 
stock company GAZPROM (RAT GAZPROM) its sup- 
plying 10 billion cubic meters of gas for temporary storage 
in underground storage tanks in border regions of Western 
Ukraine. A portion of this gas will be bought by Ukraine. 
But the larger volume of gas will be used to ensure stable 
Russian export deliveries to Europe, when, at the onset of 
the “heating season” there is a sharp rise in usage. 


From June 1-20, 1994, GAZPROM delivered 5,257.9 
million cubic meters of gas to Ukraine which is 174.7 
million more than the planned volume. During the same 
time, Turkmenistan exported 601.9 million cubic meters 
of gas to Ukraine, which is 90.2 million cubic meters less 
than the contractual amount. 


General gas usage in Ukraine during this time frame was 
1,756.2 million cubic meters (a savings of 450 million 
cubic meters). This gave UKRHAZPROM the possi- 
bility of storing a reserve of 4,103.6 million cubic meters 
of gas. If there is no drop in deliveries, UKRHAZPROM 
will be able to insure a 25-30 billion cubic meter gas 
reserve by the end ot the season. 


Transport Figures Given for May 


944K 1647B Lvov POST-POSTUP in Ukrainian 
No 20, 17-23 Jun 94 p B4 


(Unattributed Article: “Transit of Russian Gas Exports 
Through Ukraine in May 1994”] 
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[Text] In accordance with agreements, in 1994 
UKRHAZPROM, the gas transport association of share- 
holders, is offering its services for the transport of 
Russian export gas to Russian joint stock company 
GAZPROM'’s (RAT GAZPROM) european consumers. 


Payment for UKRHAZPROM services are considered 
by the Russian side as coverage of the Ukrainian debt for 
imported energy. The specific value of these services is 
the partners’ commercial secret. However, it is known 
that in relation to an agreement with HASPROM to 
lower the value of Russian gas intended for Ukraine to 
50 USD per 1000 cubic meters (from 70)80 USD at the 
end of 1993), UKRHAZPROM agreed to greatly lower 
the prices of transit services. 


Transit is accomplished via 4 directions across border 
points on Ukrainian territory—Drozdovych, Uzhorod, 
Berehiv, Iskach. Because of HAZPROM’s first quarter 
1994 unfulfillment of the agreed upon export volumes of 
Russian gas, the Ukrainian side underfulfilled the 
requirements of the European consumers by 40 inillion 
cubic meters. For this reason, in May 1994, UKRHAZ- 
PROM fulfilled its contractual responsibilities to Bul- 
garia only. All other buyers of the Russian raw material 
were undersupplied the contractual volume. From a 
planned export of 9 336 million cubic meters, consumers 
received only 7,779.7 million cubic meters in May. This 
includes (in millions cubic meters): 


I i oi tala ccdnr ena lanaeinel ieee 5,895.1 
ST cranndsasuuenesenivconuerpetaneeneterertceapenetienntavntoxssene $51.5 
Stiinta cantata sane daa riincn ain ittentidddeeemamenaieniaieniedid 269.2 
SITE chicuensetstnnectedatunnendeensunstanesecedieusnsenmautieinnnnes 744.1 
I iat a ncindk retain cantata asinals hicaneetanitilidn aera 319.8 


Issues Concerning Shipbuilding Industry Viewed 
944K1921A Kiev BIZNES in Russian No 28, 19 Jul pp 1, 3 


[Article by Aleksandr Khaytin (UNIAN): “Ukrainian 
Shipbuilding: A Thorny Path to the World’’] 


[Text] Shipbuilding, as has long been recognized 
throughout the world, is one of the most materials- 
intensive and ecologically unsafe sectors of industry. All 
the same, in America, Japan, Germany and other coun- 
tries, dozens of civilian and navy ships are launched and 
outfitted yearly. This is first of all because of the dra- 
matic rise in demand for maritime transport of cargo, 
petroleum, chemicals and foodstuffs. According to the 
information of the charter market specialists of the 
Olympic Analysis Agency, the demand on this market 
noticeably exceeds the supply. Ukraine, even when it was 
part of the former USSR, was a shipbuilding center, or 
more precisely—a naval ship building center. The 
system consisted of the shipbuilding-ship repair yards in 
Kiev, Zaporozhye, Kherson and other cities and the 
military shipyards in Nikolayev, and other civilian 
plants developed and are continuing to develop neval 
ships as well (for example, the patrol ship Lutsk, at 
Leninskaya Kuznitsa 1n Kiev). 








[his report contains information which is or may be copyrighted in a number of countries. Therefore, copying and/or 
further dissemination of the report is expressly prohibited without obtaining the permission of the copyright owner(s’ 











84 UKRAINE 


Nikolayev deserves to be considered the center of naval 
shipbuilding. It is here that the helicopter carriers 
Moskva and Kiev, missile cruisers of the Slava type and 
heavy aircraft carriers were developed. Once flourishing 
yards, first and foremost the very large Black Sea Ship- 
yard (ChSZ) and the Shipyard imeni 61 Kommunar, are 
now going through hard times. The Ukrainian Ministry 
of Defense did not have, and still does not have the 
necessary funds, the Russian Ministry did not justify our 
hopes, and the money allotted from the Ukrainian 
budget for conversion did not yield the expected results. 


Foreign companies then occupied the niche that had 
been released. It must be noted that they were by no 
means the first foreigners in our part of the world. For 
example, The Yard imeni 61 Kommunar has long had a 
technical bureau of the German (GDR) firm, Kuhl- 
Avtomat, which handled the installation of automatic 
freezers on the trawlers being built along with the navy 
ships. In addition, the yard filled orders for the construc- 
tion of floating hotels for one of the Danish firms in 
1990-1993. True, to be fair it must be noted that, 
according to the contracts, we built the hull, and the 
outfitting was to be produced at the site. This was an 
unpleasant “alarm bell,” which could mean only one 
thing: Western buyers were mainly tnterested in our 
cheap work force 


Therefore, by the time that buyers from Greece 
appeared, the yards were opening their own firms and 
had co-founded small enterprises. For some time the 
production of various types of furniture, as well as 
consumer goods, kept the yards afloat. The situation was 
exacerbated, however, by the fact that there were navy 
ships on the territory of the yards which had come for 
updating and planned repair, in accordance with the 
plans of the still Union navy. Now they were abandoned 
and were quite a nutsance. The most recent example ts 
the fire of 30 April of this year, when the insulation 
materials in the engine room of the large anti-submarine 
ship, the Tashkent, caught fire. The fire, in the words of 
Viadimir Matveyeyv, the yard’s chief construction 
worker, caused a loss only to the yard. The ship itself wa‘ 
no longer of use to anyone, but the yard had to pay a 
decent sun: to the firefighters for extinguishing the fire 


Today, however, the yard management 1s looking at the 
future with more confidence. Eight trawlers for the 
Greek magnate Laskarides have already been launched 
from the slip of the Shipyard meni 61 Kommunar, and 
at the Black Sea Shipyard—the first tanker for the Avin 
firm, which belongs to the Vardinoyannis family. The 
ships are fitted out with Japanese and other Western 


equipment, which deprives the Ukrainian enterprises of 


the chance to supply the completing items for the sale. 
For example, the diesels of the Pervomayskiy Shipyard 
were left out of the deal, that 1s, according to the 
contract, a Japanese product took their place. Little 1s so 
far known about the future fate of the ships: Laskarides 
is selling the trawlers at world prices, and the Avin firm 
may use the tankers to bunker the United States 7th 
fleet 
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Here we should touch on one of the basic questions—can 
our ships be sold at world prices? A brief digression is 
necessary to answer this. The cost of a ship is determined 
by its certification, Most expensive of all 1s a ship which 
is certified during building, and the cheapest of all are 
ships sold without certification, that is, ours. There are 
several leading, prestigious insurance companies [sic— 
classification societies] in the world: Britain’s Lloyd's, 
Germany's Germanischer Lloyd, the Norwegian Norske 
Veritas, and the American Bureau of Shipping, the 
representatives of which are present during the building 
and verify the quality right away. Most of the claims are 
made against the quality of our welded seams. 


As was shown, however, at the exhibition-conference of 
welding technology, held in May at the Nikolayev Naval 
Construction Institute, the problem has been solved. 
One of the results of it was a preliminary agreement on 
setting up, at the Nikolayev Center, training of special- 
ists On certification for Ukraine and the CIS. Specifi- 
cally: the ABS specialists have already held the first 
negotiations at the third shipbuilding enterprise in Niko- 
layev—the Okean Shipyard, where German and Swedish 
welding equipment has already been successfully used, 
giving the necessary finish and quality to the welds. 


There is another problem—the stricter requirements of 
the Western buyers. This leads to additional work, which 
is not paid for. That 1s, the level of the production 
standards, which do not yet correspond to the Western 
standards, must be taken into consideration. 


The third problem 1s—broken relations. In fact, all the 
industry of one-sixth of the world formerly worked in 
naval shipbuilding. Now, to ensure the outfitting of 
ships, one sometimes has to take equipment from frozen 
orders. For example, two tankers at the ChSZ obtain 
flour sifters taken from the heavy aircraft carrier Varyag. 
In the words of Igor Tikhonenko, the yard’s chief engi- 
neer, the management of ChSZ would be glad to use all 
the equipment, it 1s simply unique. As our UNIAN 
correspondent found out from informed sources, how- 
ever, five bread-baking ovens have already “gone off” to 
other ships, even though a certain remodeling of the 
facilities was required. 


In connection with this, it should be remembered that, as 
before, many questions about salvaging the Varyag 
remain unanswered. In particular—where is the money? 
Without banknotes (it does not matter whose printing or 
minting), it is impossible to do anything. The cut-up 
sister ship of the Varyag, the Ulyanovsk, ts to this day 
rusting in packets on ChSZ territory. A contract with the 
Mariupol Shipyard to refloat it fell through because of 
lack of payment—two barges took everything away: a 
Chinese firm, which had offered to buy the metal, 
proved to be uncreditworthy, and the American firm, 
through whose contract the Ulyanovsk had been cut up, 
abandoned the deal because of failure to adhere to the 
metal-cutting standard. The yard management ts afraid 
that the same fate may befall the Varyag as well. By the 
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way, China and India wanted to buy the aircraft carrier, 
but they were refused, very likely, more for political 
motives. 


Structuring the sector remains the essential problem. As 
far back as Autumn 1993, discussions began at ChSZ on 
the lack of trust in Yuriy Makarov, the director, and in 
setting up a shipbuilding corporation on the basis of two 
yards. As a counter-balance to them, the idea was put 
forth of a base cooperctive, and this won out. The point 
is, ship hull production—the basis of shipbuilding—is 
better and more up-to-date at ChSZ than at the yard 
imeni 61 Kommunar. ChSZ therefore began to make 
hulls for its neighbor. The authorities let the former 
director go peacefully on pension, and Igor Ovdiyenko, 
director of the “61,” ascended to the position of general 
director. 


The plant reconstituted the council of young specialists, 
the queue for apartments was re-established and the 
main thing, in accordance with announcements in the 
local press on hiring for work, the potential wages were 
named—up to 4 million karbovanets. At the same time, 
the independent trade union, Solidarity, was helping the 
director at the plant, and the wastage of personnel was 
cut down noticeably. It can therefore be assumed that a 
concern based on two yards will in time be set up, and 
will be able to bring the country quite a good profit. 
According to information from representatives of the 
council of young specialists, the ChSZ has a backlog of 
orders up to 1996 and this is not yet the limit. The 
backlog of orders of the Shipyard imeni 61 Kommunar ts 
presently estimated to reach to 1995. 


Now, a few words about the management. As far back as 
1991, the late Academician Mikhail Aleksandrov, vice- 
chancellor of NKI [Nikolayev Naval Shipbuilding Insti- 
tute], suggested that a center be created in Nikolayev—a 
Ukrainian Ministry of Shipbuilding—auid directed right 
at the site. No one listened to this absolutely sensible 
idea at that time, though. Now, when the yards are under 
the jurisdiction of the Ministry of Machine Building and 
the VPK [Military-Industrial Complex], experts feel that 
the directors and managers of the operations manage- 
ment do not have enough direct outlet to the Cabinet of 
Ministers for the conversions, directed by Dmitriy Cher- 
nenko, graduate of the NKI, former engineer, and after 
that director of the “61” yard. Shipbuilding, already 
quite cramped within the framework of machine 
building, as the result of the Ministry’s bulk, by no 
means always succeeds in solving problems which 
require quite a lot of effort. It is not surprising that, 
relying on their own experience and intuition, the direc- 
tors are touring around and signing contracts, many of 
which prove to be unprofitable for the Ukrainian party. 


Here is another problem which has already been raised 
by specialists, but has so far had no wide repercussions 
Ukraine needs a new fleet. A new one, not the obsolete 
Black Sea fleet, most of whose ships were built 10-15 
years ago and, as Capt Ist Rank Yuriy Yuzyuk, member 
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of the SOU ispolkom, noted, are sailing around with 
holes in them. This means that the wealth of experience 
of yards developed in the 18th century can be put to use. 
This is the shipyard that launched the first naval ship of 
the then Russian Black Sea fleet, the Svyatoy Nikolay. 
Indeed, the city of naval ships—Nikolayev—began from 
a shipyard, the naval shipyard. 


Time is passing, and people no longer mention the 
names of Admiral Greyg, Faleyev and others, but 
Ukraine, which possesses a mighty civilian and naval 
shipbuilding potential, an extremely powerful design 
bureau, like the TsKB [Central Design Bureau] Lenin- 
skaya Kuznitsa (Kiev) and the Central Scientific 
Research Institute of Shipbuilding Technology (Niko- 
layev), and, since 19 May 1994, the State Technical 
University of Naval Shipbuilding (the former Nikolayev 
Naval Shipbuilding Institute), can still become the 
leading shipbuilding power in the world. The prerequi- 
sites for this, as we can see, are there. It remains only to 
make use of them, accepting today’s realities, but 
counting on the future. 


Specialist on Refining System of Foreign Economic 
Relations 

944K1921B Kiev BIZNES in Russian 

No 28, 19 Jul 94 pp 1, 5 


[Interview with Pavel Petrenko, chief specialist of the 
Foreign Economic Relations Administration of the 
Ukrainian Cabinet of Ministers, by Vladimir Oleynik, 
BIZNES correspondent: “Administration Without... 
Administration, or Who Benefits from Servants of Two 
Masters’”’] 


[Text] The administrative system of foreign economic 
activity has been left virtually “ownerless” in Ukraine and is 
in fact working with shadow structures, thinks Pavel 
Petrenko, chief specialist of the Foreign Economic Rela- 
tions Administration of the Ukrainian Cabinet of Ministers. 


The readers of BIZNES probably remembered the inter- 
esting collocutor who appeared relatively recently on the 
pages of our newspaper. Really, in our opinion, no one 
can remain indifferent to the sharp polemic pronounce- 
ments of Pavel Petrenko, chief specialist of the Foreign 
Economic Relations Administration of the Ukrainian 
Cabinet of Ministers. candidate in Economic Sciences, 
which were based on a thorough analysis of economic 
processes and clear reasoning. 


We offer for your attention our correspondent’s subse- 
quent interview with Pavel Petrenko, which analyzes 
today’s problems and the condition of foreign economic 
activity and its administration. 


[Oleynik] The problems of foreign economic activity are 
particularly pressing today. This is because of the con- 
siderable slump in the trade volume and the negative 
phenomena which accompany this process. Only about 
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24 percent of the proposed amount went into the bud- 
getary currency account from the export of products by 
state contracts in 1993. Just what has led to this critical 
condition? 


{Petrenko] There are many reasons, and the press has 
repeatedly covered individual shortcomings. It is my 
belief, however, that the basic problem, on which not so 
much attention has fixed, is the lack of an efficient 
system for the administration of foreign economic 
activity (VED). 


[Oleynik] Do we have, on the whole, any type of VED 
administrati 2» structure? Who monitors and bears the 
responsibility for the development of foreign economic 
activity? 


[Petrenko] We have a line-and-staff type of administra- 
tive structure, in which the administrative apparatus is 
built in the form of a hierarchical ladder. This mecha- 
nism is not tailored to solve complicated, complex 
problems, and is dominated by widescale authoritarian 
administrative methods, which has ultimately led to its 
imbalance. The system, given the conditions that have 
formed in our country, is very susceptible to secondary 
irritants, and with purposeful influence from the side- 
lines, may fail to work for state interests. Strictly 
speaking, this is what is happening in real life. 


The shadow structures, through state offices which make 
use of the system’s shortcomings, are gaining the poten- 
tial of seriously influencing the VED administration. 


fOleynik}], Just what, in your opinion, will make it 
possible to get out of this truly difficult situation? 


|Petrenko] | am convinced that any partial changes from 
within the existing system of VED administration will 
not give the desired results. There is only one way to get 
out of this difficult situation, in my opinion—to form a 
stable target-program structure for administration. The 
mechanism for the functioning of this system should be 
organically linked with the conception of our state’s 
VED. Unfortunately, we have no such conception. 


The basic and auxiliary VED administrative links at 
work in the country are not interrelated and have no 
clear-cut program for achie* ing the necessary end result. 
Besides, what effect can be expected from VED if the 
administrations and departments of the Cabinet of Min- 
isters have no primary normative documents deter- 
mining the regimen and level of their work, or regula- 
tions concerning the departments and functional! duties. 
There is therefore a great deal of duplication, and some 
people, not overworking themselves, transfer their work 
to the shoulders of others. 


[Oleynik] That is, for VED to function efficiently, there 
must apparently be certain tools, and the formulation of 
certain specific rules? 


[Petrenko] You have touched on a very sore subject, 
common to the economic administrative system of the 
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country at all levels. The lack of tools in VED adminis- 
tration leads to gross errors in foreign trade. The main 
error is that we are trying to solve complicated problems 
with individual decrees and edicts. As a result, the 
normative acts do not achieve the goals set. We shut 
down, for example, the interbank currency exchange, 
and we immediately create, conflicting with the law, an 
interdepartmental committee on questions of deter- 
mining priorities in the use of currency, etc. 


The flow of amendments and additions to the decrees 
and legal decrees complicates their practical application, 
causes bewilderment among foreign partners and 
deprives them of faith in our potential to build interre- 
lations, in earnest and with promise, that are profitable 
for the parties. 


[Oleynik] Issuing regulated normative acts requires a 
great deal of professionalism from the personnel at all 
levels of administration. For this it is obviously neces- 
sary to have clear-cut organizational-administrative doc- 
uments which contribute to optimizing VED.... 


[Petrenko] Right now the problems of selecting per- 
sonnel are particularly pressing. The practical experience 
of economic life and the consequences, which we have, 
attest to the fact that a considerable number of supervi- 
sory personnel, particularly in the units of state power, 
are unable to react adequately to the needs of market 
conditions of economic operation, and have a poor 
command of questions of administrative theory and 
practice and of decision-making. 


This leads to the fact that the government is displaying 
authoritarian methods of administration and the experi- 
ence of an individual enterprise or mine is carried over 
to the entire state process of economic activity. The 
flourishing of a disdainful attitude toward scientific 
principles generally accepted in world practice leads to 
gross, sometimes irreparable errors in VED administra- 
tion, to even greater destruction of the economy and to 
the active influence on it of shadow structures. 


It is paradoxical, but it is a fact: this type of perception of 
the laws of development of a society and administration 
predominated in the period of the totalitarian regime. It 
is this that led to the failure of its economic system. The 
whole point is that many former and present participants 
in the administration of the state political and economic 
system clearly overestimate their potentials for influ- 
encing If 


One cannot, of course, enroll either Lanovoy or Yukh- 
novskiy or Pinzenik in the orderly ranks of the “author- 
itarian majority..... What scientifically substantiated 
norms of economic administration can we speak of when 
this “majority” calls them “laboratory assistants.” for 
the knowledge of the laws of development of society and 
the ability to set forth its ideas, the vision of the negative 
consequences of hastily made decisions. Knowledge and 
intellect are disdained, and not a penny is given for 
human dignity and decency. An atmosphere where 
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strong vile abusive language and shouting rules over 
subordinates, does not give rise to creatively thinking 
professionals, but to lackeys. 


[Oleynik] What examples could you give of actions that 
do not meet today’s requirements for structural transfor- 
mations? 


{Petrenko] There are more than enough examples. For 
instance, the experiments in reorganization of the Min- 
istry of Foreign Economic Relations (MVES) are offi- 
cially recognized as unsuccessful. They did and continue 
to do quite a lot of political and economic damage, and 
the echo of this “experiment” will disfigure the face of 
the young state for a long time to come. Or another 
example: the meat and dairy industry, in accordance 
with an Edict of the President, transferred to the juris- 
diction of the Ministry of Agriculture, while at the same 
time the State Committee for the Food Industry, whose 
structure includes the milk and preserving industry 
administration, is functioning in the state. The creation 
of an independent “Detskoye Pitaniye” Corporation 
based on only two milk-preserve combines in Khorol 
and Balta, from the economic, technical, technological 
and social point of view, does not justify, by its goal, such 
structural conversions. There are grounds for stating that 
these metamorphoses are implemented to satisfy the 
ambitions of individual officials and their enclave to 
obtain certain opportunities to manipulate state foreign 
relations at their own discretion. 


Another example. In August 1993, the former president 
approved the “Statute on the Trade Delegation of 
Ukraine Abroad,” and this April, repealing what he had 
passed, approved the new “Statute on the Trade- 
Economic Mission as Part of the Diplomatic Represen- 
tation of Ukraine Abroad.” This must have been thought 
up like this: “trade-economic mission,” still as part of 
the diplomatic representation. 


{Oleynik] Did any qualitative changes take place in the 
work of this institution as the result of the change in 
name? 


[Petrenko] The document did not actually suffer any 
qualitative changes. Except for individual editorial cor- 
rections and refinements, for example, on who relieves 
the director of the trade-economic mission of his duties, 
nothing new was entered in the statute on the trade- 
economic mission. Moreover, by passing tt, we not only 
failed to correct the serious legal, organizational and 
administrative imperfections in the preceding statute, 
we made them worse. There are grounds for stating that 
next time, the interests of individual personalities or 
groups will be satisfied through it, to the detriment of the 
State. The solution to the puzzle 1s hidden in the changes 
in Article 9, where the size of the staff and list of duties 
(according to the new statute) are determined by the 
Ukrainian Ministry of Foreign Economic Relations. In 
the repealed statute, this function was entrusted to the 
Cabinet of Ministers. Was it worth making this unnec- 
essary fuss for the sake of this and other inessential 
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changes. Giving rise to an unregulated document, which, 
to be frank, is weak from beginning to end in the legal 
and functional respect. 


{Oleynik] If one is guided by the idea that state interests 
are not just the interests of the government, which acts as 
one of the components of society, then does the above 
Statute to some extent answer the interests of society and 
the state? 


[Petrenko] It satisfies the narrow departmental interests 
of the Ministry of Foreign Economic Relations. From 
this it follows that neither before nor after was this 
document given a thorough expert examination in the 
government and presidential staff. An analysis shows 
that its authors vaguely imagine, apparently, that it is 
fundamental, contributing at the present stage to the 
development of foreign economic relations, by whatever 
means this can be achieved. “The mission is instructed 
(Art. 5, p. 1) to study the ‘technical level of production 
and the level of quality of the products of the leading 
sectors of the state of residence,’ granted the fact that 
these are only individual components of the overall 
concept—the level of production. 


The distribution of duties, disciplinary subordinate 
Status and control over the activity of the “mission” are 
artificial and very poorly thought out (with respect to 
possible consequences). On the one hand, it ts included 
as part of Ukraine's diplomatic representation and ts 
subordinate to its Head (Art. 1), and on the other 
hand—the director of the “mission,” who 1s appointed 
by the Ministry of Foreign Economic Relations, bears 
personal responsibility for all its activity and is by his 
office, a ‘consulting envoy’ or consultant of the diplo- 
matic representation (Art. 6). Thus are born “servants of 
two masters.” Folk wisdom says: if you chase two 
hares—you won't catch a single one. 


The authors of the document did not look into these and 
other quite specific, but at the same time important 
questions. Is it not from such a superficial attitude 
toward the matter and from understated professional 
requirements that confidence in impunity ts born and 
disorder intensified in international economic activity, 
as on the whole in the economy? 


[Oleynik] How does the newly formed institution differ 
from the trade delegations of the former USSR in its 
functions? 


[Petrenko] We, as very diligent scholars (how many 
times), are striving to inherit in an increasingly bad way 
Moreover, we are contriving to make it worse. In the 
former USSR the basic function in VED was handed to 
the trade delegations abroad. Specialists well know the 
negative effect of this chain of administration on the 
development of foreign trade-economic relations. This 
Statute on the trade-economic mission 1s not coordinated 
with respect to the goals and tasks set forth 1n tt or to the 
principles and methods of work. This gives the right to 
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state that trade delegations and “trade missions” are a 
priori not regarded as specialized institutions of the 
VED administration. 


Turning trade-political problems over to the Ministry of 
Foreign Affairs through reunification of the trade unions 
and the embassies will lead to the former fulfilling the 
functions of economic departments of the embassy. This 
is another level of work, with different rights and duties. 
And particularly important—with a different measure of 
responsibility. Throughout the world, these “missions” 
as a rule pay for themselves. We will produce, through 
the taxpayer, a certain symbiosis—‘‘trade embassies.” 
Perhaps the next step, in the opinion of the authors, will 
be the merging of the two ministries—the Ministry of 
Foreign Affairs and the Ministry of Foreign Economic 
Relations? This is not a rhetorical question. After all, 
practical experience shows that there are a number of 
states where it is inexpedient to open embassies, but we 
are tarrying over the organization of a trade-business 
delegation, letting slip, in so doing, our country’s tradi- 
tional partners. 


{Oleynik] The press has recently been increasingly criti- 
cizing our state’s foreign economic activity, and the 
opinion is heard that Ukraine is in a state of grave 
danger... 


[Petrenko] Yes, this opinion, unfortunately, is not a false 
one. | will try to set forth this point of view conceptually. 
If one takes heed of the fact that Ukraine has never had 
its own foreign economic structure and that individual 
embassies and trade delegations lease the facilities of 
commercial structures, which are equipped and repre- 
sent them, then, despite their exclusively economic 
cooperation, the political-economic consequences of 
these relations are quite serious. These “blessings” must 
be worked through, and this is done, of course, to the 
detriment of the state. 


In addition, there are grounds for stating that inactivity, 
unprofessional behavior, timidity and perhaps even 
deliberate orientation toward non-state interests lead to 
the integration of the foreign economic relations of our 
“trade embassies” (and indeed, not only of them) with 
former imperialist structures abroad. Things are moving 
at such a rate that our state will find itself in the position 
of a trade war with the world community (local wars are 
already taking place), since for many reasons, the state 
cannot influence the process of administering these 
cordoned-off integration relations. We are therefore 
trying to maneuver politically and economically in a 
constantly narrowing and deteriorating foreign eco- 
nomic space. What if it narrows to the limit! In this case 
it would not hurt to investigate who brought this process 
to “perfection,” and why. 


{Oleynik] Just how can this process be stopped? 


[Petrenko] This depends on many vector components. | 
wish particularly, however, to direct your attention to 
the personnel and personnel policy, on which, if not 
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everything, then a great deal depends. Without going 
into an analysis of the methodology for selecting per- 
sonnel for work abroad (these data are somehow super- 
secret), using as my basis only the results of foreign 
economic activity and individual data on the persons 
appointed, | can confirm that not everything is honest, 
decent and fair in this important matter. They often 
appoint people as specialists of “trade embassies,” and 
indeed economic advisors of embassies, who are not 
trained for this work, through patronage and ties of 
kinship. It is not by chance that many officials who 
formerly occupied the “shining heights” on the state 
staff, “drop’’ down with their desires, taking a position 
several ranks lower, but abroad. 


Meanwhile, the chaos in foreign economic affairs is 
increasing because of the complete helplessness and 
conscious indulgence of the organs of authority toward 
dishonest ‘‘super-officials,” and playing up to the 
shadow business, with its complete lack of control (no 
accounting of the export-import commodity flows has 
been set up, and a great deal else). 


[Oleynik] The logic of the economic reforms which the 
state is carrying out necessitates the creation of specific 
conditions for the work of the trade delegations, based 
on the priority of the economic methods for regulating 
the activity of the numerous participants in foreign 
economic relations. The trade delegation, in my opinion, 
is called upon to support, not individual organizations, 
as was the case in the former USSR, but all the partici- 
pants in Ukraine’s foreign economic activity, regardless 
of the legal status and forms of ownership. 


{Petrenko] You are right. New content should be found, 
allowing for the transition of Ukraine’s foreign economic 
policy to the generally accepted international principles 
and rules for the functioning of a trade delegation. Under 
the conditions of an independent state, they should be in 
their own way a type of launching platform to ensure the 
presence of Ukrainian regional and economic structures 
on the markets of the country of residence. 


Provision should also be made for special interest in 
opening representative offices attached to the trade 
delegations on the part of the administration and eco- 
nomic structures of the oblasts, regions and Republic of 
Crimea. Working as part of a trade delegation, they will 
have the opportunity of effectively developing their 
trade relations and of obtaining substantial economic 
profit through making use of the legal status and infra- 
structure of the trade delegation. These desires, however, 
must be satisfied on condition of self-financing, leasing 
the facilities and paying the representatives with trade 
delegation services. This practice will make it possible, 
to a greater extent, to draw in the potential of the regions 
for developing foreign trade and simplify the direct 
emergence of the oblast, region and individual economic 
structures onto the markets which interest them. 
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[Oleynik] Regional participation in VED is very impor- 
tant now and particularly in the future. It would there- 
fore be inexpedient to work out the criteria and princi- 
ples in accordance with which consideration would be 
made of the claims of the regional economic structures 
which wish to send their representatives to work at the 
trade delegations. 


[Petrenko] You cannot achieve the desired results 
without a comprehensive approach to solving this 
problem. Along with the passing of normative acts on the 
participation of the regions in the work of the trade 
delegations, a standard draft should be drawn up for 
contracts between the trade delegation and the 
declarants, on regulating financial, economic and other 
questions related to the activity of these representative 
offices. Unfortunately, however, in this matier too, we 
are hopelessly late in warming up political passions in 
individual regions of Ukraine. 


[Oleynik] Why not organize Ukrainian commercial 
houses (or centers) abroad, which would fulfill the func- 
tions of commercial structures, with the participation of 
domestic foreign economic components, production 
enterprises with various forms of ownership, and also 
interested foreign partners. Some of the personnel of the 
trade delegation could be used in the work of the 
commercial houses, which should act on the principles of 
self-recovery and self-financing? 


[Petrenko] This is, in my opinion, a promising direction 
in the work of the Ministry of Foreign Economic Rela- 
tions and the trade delegations. These VED administra- 
tive bodies should ensure the efficient working of the 
commercial houses under conditions of stiff competition 
and limited export resources, through promptly making 
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up a portfolio of orders sufficient for the “survival’’ of 
the commercial house at the initial stage of its activity. 
In the future, the commercial houses, working closely 
with the trade delegation, will use some of their funds to 
pay for the services of the trade delegations for informa- 
tion, legal and consulting assistance, and the study of and 
search for commercial contracts implemented by the 
commercial houses. This system will make it possible to 
give up budgetary financing completely, in stages (lasting 
two to three years). 


[Oleynik] All the same, which specific administrative 
structures could assist, at the sites and in the state, in 
directing the VED developmental process for the com- 
ponents of all levels of economic activity and could 
efficiently carry out the goals and tasks set? 


{Petrenko] It would be advisable to actuate, in this work, 
the staff of the international foreign economic relation 
administrations at the oblast organs of authority. The 
Ministry of Foreign Economic Relations and the Min- 
istry of Foreign Affairs should render assistance in 
methods and methodology. Unfortunately, this sort of 
work is not being done. Business contacts between the 
appropriate central administrative structures and the 
regional ones are extremely weak today. Essentially, 
neither the Ukrainian Cabinet of Ministers nor the 
Ministry of Foreign Economic Relations is controlling 
this process. This gap in the VED administrative system 
has also led, and will lead in the future, to even greater 
economic and political losses. As a consequence of this, 
four oblasts of Ukraine and the Crimean Republic in 
particular, are carrying out an economic experiment 
which, unless it is corrected quickly, may lead to our 
becoming, overnight, foreign citizens for these regions.... 
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BELARUS 


Poll Reveals Ambivalent Attitude Toward Russia 


944k 1104A Moscow NEZAVISIMAYA GAZETA 
in Russian 21 Jul 94 pp ', 3 


[Article by Candidate of Sociological Sciences Dmitriy 
Vodotynskiy: “Belarus Residents’ Attitude Toward 
Russia Proved To Be by No Means Unequivocal”’} 


[Text] In the course of the presidential preelection cam- 
paign the attitude toward the treaty on Belarus’ entry 
into the ruble zone and toward its future unification with 
Russia was one of the key problems, in accordance with 
a specific solution of which in many respects preferences 
were given to one candidate or another. According to the 
results of sociological surveys conducted in April 1994, 
about 74 percent of the Belorussians came out in favor of 
the restoration of relations with Russia, which had 
existed within the framework of the USSR, and in favor 
of the unification of the monetary systems of the two 
states. This seemingly risk-free idea was adopted by one 
of the presidential candidates—Vyacheslav Kebich, 
chairman of the Belarus Council of Ministers. Neverthe- 
less, according to the voting results, he lagged behind 
winner Aleksandr Lukashenko by 66 percent of the 
votes! The fact that the Belorussians’ attitude toward 
unification with Russia and entry into the ruble zone 
proved to be by no means unequivocal was one of the 
reasons for this. 


In May-June 1994 the Center for Political and Sociolog- 
ical Research under I. Ye. Mintusov’s leadership 
(Moscow) conducted a comprehensive study in Belarus, 
which resulted in interesting conclusions. 


First, after Belarus gained independence interest in 
Russia did not weaken. 


Moreover, the population expects from Russia interest 
in Belarus affairs and even a direct active effect on them. 


The opinion on the importance of support for candidates 
from Russia at government and presidential levels pre- 
dominated among the supporters of many candidates. 


The attitude toward Russian reforms was the second big 
“topic.” 


On the whole, the population’s attitude toward reforms 
in Russia is very guarded and there is no clear under- 
standing of the lag in reforms in Belarus. Although many 
admit that in Russia the material standard of living is 
much higher—prices are lower, products are cheaper, 
and wages are higher—on the other hand, in Russia 
wages are not paid over many months and provinces live 
poorly. The Belorussians believe that, possibly, in Russia 
it is best to live only in Moscow and in Moscow Oblast 
and it 1s also best for those connected with the mafia. 


Russia 1s considered a capitalist country, while in 
Belarus the majority 1s still “against capitalism.” 
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The attitude toward Russian politics is just as ambivalent. 


Only students and part of the democrats admit that 
Russia is advanced more than Belarus both in conscious- 
ness and in politics. 


Among the majority of the population there is the 
understanding that out of the former USSR republics 
Belarus alone has remained Soviet. However, this is 
hardly perceived negatively. On the whole, Russia is not 
considered freer. 


Despite the universal interest in Russian events, a pro- 
found understanding of them and penetration into their 
essence are not observed among the majority. 


However, the greatest unanimity among representatives 
of all the strata of the population is that freedom in 
Russia is closely interwoven with political instability, 
which is perceived in a strictly negative manner. 


In the course of the study it turned out that the popula- 
tion did not have clearly defined concepts of the princi- 
ples of mutual relations with Russia. With respect to the 
alternative solutions proposed by residents three popu- 
lation groups oriented toward the following can be 
singled out: 


1. unification with Russia: 


2. proclamation of the independence of the Belarus 
Republic and conduct of foreign policy oriented 
toward Russia; 


3. independent foreign policy without preferences with 
respect to Russia. 


However, it cannot be asserted that these groups sharply 
differ among themselves, because ideas on relations with 
Russia within every group are too vague. Everyone 
comes out in favor of friendship and to one extent or 
another wants the restoration of previous relations. 
Equitable relations among independent states with well 
and mutually established economic ties are the ideal 
relations with Russia. However, opinions differ on the 
specific mechanism of realization of these wishes. 


The following are most often mentioned as the principles 
of unification or reunification with Russia: 


a) direct entry into Russia with the rights of one of its 
national formations or even one of the oblasts: 


b) entry with the rights of a Union republic. Although 
there is the understanding that today the restoration 
of the USSR is impossible, many want the unification 
of Russia and Belarus as two Union republics on the 
same principles that existed previously (these princi- 
ples are perceived in an absolutely opposite way— 
both as equality and as full independence of Belarus); 


c) a close economic union, which will bring 1n its wake 
political and military unions; 
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d) union of three Slavic nations (Belorussians, Russians, 
and Ukrainians); 


e) an exclusively economic union (most of the population). 


On the other hand, even those who come out in favor of 
an economic union express very serious doubts and fears 
about a hasty unification. 


First, there is the already noted fear of political instability in 
Russia. 


Second, with such a unification Belarus’ chances are 
assessed more soberly and realistically. It is noted that in 
Russia there are no longer communists, while in Belarus 
they still are; in Russia there is capitalism, while in the 
Belarus Republic neither one thing nor the other. Therefore, 
the republic’s products may prove to be not competitive, 
Russia will not take them, and, consequently, plants will 
stand idle and the situation will only deteriorate. 


Third, finally, the ambivalent attitude of Belarus’ 
authorities toward unification is also evident. After all, 
many will lose their posts in the process. 


A significant part of the population, especially students 
and younger people, strive more for full sovereignty and 
independence of the Belarus Republic. They believe that 
Belarus has sufficient resources and capabilities for 
economic independence and comfortable existence. It 
can become an assembly shop and a transport transit 
center. The Belarus Republic is a couniry of optimum 
dimensions and size of the population and has a conve- 
nient geographic location. 


Many also believe that in all its characteristics Belarus is 
closer to Europe and the West and, therefore, it should 
try to develop relations with its Western neighbors and 
be oriented toward them and toward the Baltic countries 
in contrast to the orientation toward Russia. 


At the same time, the “extreme alternative” of the Baltic 
States with their Russophobia and infringement of the 
rights of the Russian language population does not have 
wide support. There is the desire to preserve good 
relations with the Russian people and there 1s a liking for 
them. Parity of an independent Belarus Republic and of 
a friendly Russia is the ideal version of mutual relations. 


Part of the democrats have a special point of view. They 
fully agree that the Belarus Republic can exist indepen- 
dently, including economically. However, they come out 
in favor of unification with Russia, pinning their hopes 
for a radical democratization of the Belarus Republic on 
It. 


On the whole, a certain evolution of the population’s 
views on the principles of mutual relations with Russia 
can be observed. Whereas half a year ago the idea of 
unification found almost universal support, now the 
majority, although it comes out in favor of an economic 
union, does so with big doubts and reservations. Most of 
the young people, who supported the unification, are 
against it. Part of the population is confident that, most 
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likely, there will be no unification and that the “republics 
have already drifted too far apart to come together 
again.” If opinions are placed between two extreme 
poles—entry into Russia with the rights of one of its 
republics and a fully independent policy without prefer- 
ences with regard to Russia—the majority will shift 
closer to the second pole. 


The population’s low standard of living complicates the 
attitude toward the principles of mutual relations with 
Russia. The strong need for a rise in the personal 
material well-being is connected with the introduction of 
the ruble zone. In the opinion of the majority, this will 
lead to a rise in the standard of living through the 
adoption of uniform prices, restoration of industrial ties, 
and abolition of speculation and of the export of goods to 
Russia, will eliminate the difference in the standard of 
living of the Russians and the Belorussians, and will 
make trips to relatives in Russia and Ukraine possible. 
The attitude toward a ruble zone unified with Russia is 
more positive than simply toward unification—58.1 
percent of the Belorussians support it. Everyone wants to 
have the ruble “currency.” 


At the same time, almost everyone has numerous ques- 
tions and doubts—as to the competitiveness of Belorus- 
Sian enterprises, prompt wage payments, cash suffi- 
ciency, and the reality of the plan as a whole—and does 
not understand what will happen with the budget in such 
a case. People trust the “dollar zone’ more, but also 
come out in favor of the ruble zone, because they are sure 
that it will not be possible to retain the “rabbit.” A total 
of 8.9 percent of the Belorussians are certain that the 
introduction of the ruble zone will improve nothing, 5.9 
percent talk about the impossibility of realizing the plan, 
and, finally, 3.4 percent consider it deception and a 
political game. Here the main fear is that all the talk 
about the ruble zone is only a preelection game and ts 
used by candidates exclusively for political goals of the 
moment and that immediately after the elections the 
question will be taken off the agenda. Indeed, these fears 
have a basis, because talks about the ruble zone have 
already been held for more than | year, but there is still 
no real progress in this direction. 


Democratically disposed people and students realize that 
the introduction of the ruble zone and the economic 
union, in fact, represent a preparation for a political 
unification of the Belarus Republic and Russia. In their 
opinion, the introduction of the ruble zone will lead only 
to a short-term rise in the population’s standard of living 
and will result in serious economic problems both for the 
Belarus Republic and for Russia (increase in prices in the 
Belarus Republic and rise in the inflation level in 
Russia). On the whole, 24.2 percent of the population 
does not support the unification of the monetary systems 
and 17.8 percent have big doubts and difficulty in 
answering. 


Thus, the support by the Belarus population of the plans 
for unification with Russia and entry into the ruble zone 
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proved to be by no means unconditional. Possibly, this, 
in part, explains the “plunging” of Belorussian politi- 
cians from side to side with respect to these matters—in 
particular, the latest statement by Aleksandr Lukash- 
enko, the newly elected President of Belarus (formerly 
known as an adherent of the union with Russia), on the 
independence and independent path of the Belarus 
Republic. 


MOLDOVA 


Government's Foreign Policy Evaluated 


944K2074A Moscow NEZAVISIMAYA GAZETA 
in Russian 5 Aug 94 p 3 


{Article by Natalya Prikhodko: ““Tiny Moldova Has Its 
Own Big Policy Interest: Foreign Policy Concept of the 
Republic of Moldova’’} 


[Text] The former Moldovan Government was criticized 
repeatedly for its foreign policy course, more precisely, 
for the absence of such. Although, as Viktor Zhosu, vice 
chairman of the Social Democratic Party, observed a 
year ago even, “the full activity of the Ministry of 
Foreign Affairs of the Republic of Moldova should be 
expected only with the establishment of a democratic 
power system. When, for example, the Ministry of For- 
eign Affairs is led by a representative of the ruling party 
responsible to the electorate for the foreign policy course 
that it pursues.” 


The Agrarian-Democratic Party, which was victorious at 
the February elections, has unequivocally advocated the 
country’s independence and sovereignty. The latter, 
according to Mihai Popov, the present minister of for- 
eign affairs of the Republic of Moldova, could be com- 
pared to an aircraft that has not yet reached cruising 
altitude and is pulling mght and left and up and down, 
giving the passengers unpleasant sensations. And 
“climbing” Moldova has, most likely, by its jerky motion 
caused the surroundings discomfort also. But all these 
are phenomena of an objective nature. Which, it would 
appear, is understood by Bucharest officials, who inci- 
dentally were formerly the first to recognize the Republic 
of Moldova’s independence. Today’s attempts by 
Chisinau to consolidate it are being perceived appropri- 
ately, on the whole, by the Romanian leadership—the 
president and the government—although not fully by 
parliament, it 1s true. Romania has proposed the conclu- 
sion with Moldova of a special friendship and integra- 
tion treaty, Moldova, however, would like to sign an 
interstate treaty that does not infringe its relations with 
other partners. Work is being performed on the docu- 
ment, and the parties have already exchanged drafts. 
Romania, for that matter, in a hurry to join the Euro- 
pean Union, has an interest in a prompt clarification of 
relations with Moldova, as with neighboring Ukraine 
and Hungary also. 


Mutual business interest is pertinent also. This was 
confirmed by the recent session in Chisinau of the 
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interdepartmental committee for cooperation of the two 
countries. Normal relations have, indeed, taken shape 
among the practical experts (representatives of the exec- 
utive authorities and entrepreneurial structures). But a 
cooling has been perceived in political contacts, Dmitriy 
Dyakov, chairman of the parliamentary Foreign Policy 
Commission of the Republic of Moldova, acknowledged. 
Certain Romanian political forces, not as powerful as 
noisy, perhaps, are as before campaigning for the idea of 
reunification, which is not supported by the majority of 
the population of Moldova, incidentally. Chisinau’s 
call—for the tabling of the said problem—has not been 
heard by everyone in Romania meanwhile, and, in 
addition, not everyone here was gladdened by the victory 
of the Agrarian-Democratic Party, which is for some 
reason or other considered insufficiently patriotic. Many 
people in Romania took a negative view of the Mold- 
ovan parliament's ratification of the agreement on the 
Republic of Moldova’s membership of the CIS Eco- 
nomic Union, categorizing this as a betrayal of Buchar- 
est, Dmitriy Dyakov recalled. Although not joining the 
CIS, having renounced the traditional market and rela- 
tions, would have been simply irrational for Moldova, 
Mihai Popov, minister of foreign affairs of Moldova, 
observed. The country has a historical, geographical, 
econoniic, and political interest in good relations with 
Russia. And these relations have been intensified as of 
late. Dialogue at the top level continues. The Russian 
and Moldovan presidents met in April at the meeting of 
heads of state of the CIS. This was followed by a visit by 
the minister of foreign affairs of the Republic of Mold- 
ova, at which a protocol on cooperation along Foreign 
Ministry lines was signed. [t is hoped that the Russian 
parliament will finally ratify the Russian-Moldovan 
Interstate Treaty. The interaction of the economic 
departments has improved. Negotiations on the 14th 
Army, a specific timeframe for whose withdrawal will be 
determined at the coming ..\"\id of negotiations 9-10 
August, have made progress. A positive role in a settle- 
ment of the Dniester conflict has been performed, 
together with the CSCE mission, by the mediation of 
Vladlen Vasev, representative of the president of the 
Russian Federation. It is obvious today that the Dniester 
knot, which has concentrated a whole set of problems, 
cannot be solved by ham-fisted methods. And it cannot 
be untied without the active assistance of Russia. 


Unfortunately, a certain duality of the Russian position 
on this issue persists, Dmitriy Dyakov emphasized. On 
the one hand President Boris Yeltsin supports the sov- 
ereignty and territorial integrity of Moldova and the 
Ministry of Foreign Affairs of the Russian Federation ts 
emphatically avoiding all contact with the Dniester 
leaders, on the other, certain circles of Russia are con- 
tinuing to render Tiraspol financial and material assis- 
tance. An odd situation, in Chisinau’s opinion. After all, 
Moscow is undoubtedly concerned io preserve friendly 
relations with the republics of the former Union, and 
Moldova does not today figure among its political adver- 
saries. In addition, the new leadership of the republic has 
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already confirmed its sincerity in respect to the Russian- 
speaking population that lives here. Thus, for exarmple, 
the Moldovan parliament has moved forward the dead- 
line and cased the conditions for certification of per- 
sonnel in knowledge of the official language, which had 
been greatly unsettling the Russian-speakers. And it 
would be natural for Chisinau, it would seem, to hope for 
more active support on the part of Russia in the resolu- 
tion of what is for the former a vitally important 
problem. 


Ukraine also, Dmitriy Dyakov added, could join in a 
settlement of the said conflict. Especially since Tiraspol 
emissaries have already been to Kiev, contemplating, 
most likely, playing the “Ukrainian card’’ there. 
Although the rights of local Ukrainians are not violated 
in Moldova: Schools and newspapers are being inaugu- 
rated and a television program in Ukrainian is broadcast 
for them. 


The good relations with Ukrainian and Belarus, where 
presidents have just been elected, will, most likely, get 
even better, Mihai Popov says. In his opinion, Leonid 
Kuchma’s campaign statements permit the hope, in 
particular, of the Ukrainian side’s more pragmatic 
approach in a discussion of the problems connected with 
the joint border and the presence in Ukraine of Mold- 
ovan property. As far as Belarus is concerned, construc- 
tive contacts for Moldova took shape with it from the 
outset. It is contemplated consolidating them in the 
course of the visit by Andrei Sangheli, prime minister of 
the Republic of Moldova, to Minsk and Kiev that is 
planned for the very near future. 


We would note that the integration aspirations declared 
by the new Ukrainian and Belarusian leaders will inevi- 
tably carry with them Moldova also, which will simulta- 
neously require of it a large expenditure of energy in the 
far abroad. 


Having approved the Republic of Moldova's entry into 
the CIS, the Moldovan parliament sent letters to the 
CSCE, the European Union, and the NATO Parliamen- 
tary Assembly, explaining here that its decisions were 
conditioned solely by economic factors and that they by 
no means contradict the policy geared to the country’s 
independence, the democratization of society, and the 
development of the market economy that had been 
proclaimed earlier, Dmitriy Dyakov specified. It is 
important for Europe that Moldova confirm the invari- 
ability of its political orientation. In Strasbourg also the 
members of the Moldovan delegation were unfailingly 
asked in which direction Moldova intended to head. 


It has as of late advanced considerably in the Western 
direction, Mihai Popov reported. Without regard to the 
other states of the CIS, Moldova signed the Partnership 
for Peace program in the wake of Ukraine. This will 
enable it, aside from all else, to cbtain consultations with 
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NATO in the event of a threat to the country's indepen- 
dence or territorial integrity arising. 


A political and economic dialogue with the European 
Union has been established in the last six months also. 
One agreement on partnership and cooperation with the 
Furopean Union, and another, on the allocation to the 
Republic of Moldova of credit of 45 million ECU to 
maintain its balance of payments, were initialed in 
Brussels recently. Having previously signed a number of 
serious European conventions, Chisinau is expecting by 
the fall the arrival of rapporteurs of the Council of 
Europe that will determine the conformity of the local 
legislative base to international standards and will see 
for themselves the observance of the rights of the indig- 
enous population and the national minorities. They will 
be positively impressed also by parliament’: recent con- 
firmation of the new national constitution. And next 
year even, it is believed, Moldova will be able to join the 
Council of Europe. Active interaction with the CSCE, 
which has opened its mission in Chisinau, should, aside 
from all else, contribute to a settlement of the Dniester 
conflict and, consequently, a stabilization of domestic 
policy, without which a stable foreign policy such as 
alone corresponds to the role of bridge between West and 
East is impossible. Luac Bouvoir, chairman of the 
NATO Parliamentary Assembly, who was visiting Chisi- 
nau, termed this preferable for Moldova, which is situ- 
ated on the dividing line between the said two paris of 
the world. 


As Mihai Popov emphasized, Moldova has traditionally 
been and is now in the sphere of intersection of the 
interests of the great powers. They have determined its 
fate since time immemorial. Now also, having declared 
itself an independent state, Moldova must, in order to 
survive, seek stable relations with the strong of this 
world. It is essential that it know how to balance at the 
intersection of their interests—at the spearhead of their 
contradictions. 


If Moldova develops relations with Romania more vig- 
orously, Ukraine is made leery, if it strengthens interac- 
tion with the CIS, the European Union tenses up; and if, 
in accordance with Russia's proposal it signs an appeal 
in honor of the 50th anniversary o. the victory over 
fascism, Romania 1s unhappy, Dmitriy Dyakov com- 
mented on the situation. 


The multi-vector character of diplomacy, which is a 
lifesaver for a small country, is contained in the first 
version of a concept of the foreign policy of the Republic 
of Moldova that has been prepared (parliament plans to 
discuss it in the fall). The draft provides for the Republic 
of Moldova’s further integration in all-European inter- 
national structures, an extension of specific ties to 
Romania, the consolidation of contacts with states of the 
CIS.... Realization of the concept will depend on the 
efforts of its executants and also on the extent to which 
they are consonant with the aspirations of the said 
countries. 
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Former Top Official on Rise of ‘Despotic Regime’ 
044K 20154 Yerevan YERKIR in Armenian 22-24 Jun 94 


{Article by former national security official Vahan 
Avagyan, currently arrested for spying, written in Sophia 
before his arrest: “Spying Ambitions According to 
Davit"] 


{22 Jun 94 pp 1, 2] 


[Excerpts] We believe Vahan Avagyan needs ne introduc- 
tion to our readers, Mass media have given plenty of 
coverage to the “work” of the former assistant to Ashot 
Manucharyan, the former presidential adviser on national 
security affairs. The article below was written before the 
brilliant’ operation law enforcement bodies mounted to 
arrest Avagyan [in Sophia]. However, the issues the 
article raises continue to be relevant today. 


[Begin article) [Passage omitted] In my opinion, the 
activities of the present government were from ‘he very 
outset characterized by two basic attributes which even- 
tually caused the severe crisis that has engulfed all 
spheres of state and public affairs. The first attribute is a 
corrupt personnel policy, that is the practice of doling 
out jobs and offices on the basis of personal loyalty or 
“trust.” The other is the complete exclusion of all 
dissenting political forces and the disregard for the 
largest segment of the nation’s intellectual store by the 
Armenian Pannational Movement. In general, because 
of these two main currents as well as a number of more 
minor factors, the mandate of trust that was obtained 
from the people by genuinely legitimate means—which 
provided a sufficient time irame to institute socioeco- 
nomic reforms—was wasted in a disgraceful and mind- 
less manner in battles waged against internal and 
external, real or imagined opponents and in endless and 
fruitless “palace” and “interpalace” intrigues. 


The results were obvious and inevitable: The reforms 
that were started were gradually and irreversibly aban- 
doned, the economy fell into a classical state of stagna- 
tion, the people’s poverty grew beyond manageable 
limits, and by the end of 1992 it became absolutely clear 
that the government was without any social base or 
anchor having lost the support of the people. The lead- 
ership felt no need to find new anchors of support to 
stabilize the government, and there was no need to 
invent the bicycle. Any government that has lost the 
confidence of its subjects always tries to consolidate the 
anchors of power that are essential for its survival and 
stiffens the existing political regime. In Armenia, the 
standard-bearer of this process became Vanik Smbati 
Siradeghyan, or Vano, who was named minister of the 
interior at that time. 


From the first days Siradeghyan took over the interior 
ministry there was evidence of intentions and practices 
whose dangers would be difficult not to see. Interior 
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ministry officials were methodically trained to tolerate 
violations of the law they were entrusted uphold. 
Because of the notorious heritage of the near past, there 
was no need to restructure radically the world view of 
police officers. This process gradually brought forth a 
structure or foundation which formed the basis of ini- 
tially a police state and finally a despotic political 
regime. The battle against (the so-called) organized 
crime proceeded also in a peculiar way. The principal 
direction and format of that battle became the monop- 
olization of criminal activities by the ministry of interior 
itself. [passage omitted] 


The staff of the president's chief advisor on national 
security affairs (thanks to the person of Ashct Manucha- 
ryan) and the State Administration for National Security 
[SANS] could have served as a more or less effective 
restraint or obstacle against the process of turning the 
ministry of the interior into a tool of establishing a 
despotic regime. 


However, the team that Manucharyan brought with him 
to work in the staff of the chief adviser was guided by the 
objective of gradually building in a civilized manner a 
national security establishment which was accepted in 
international practice and which was modified for our 
special conditions. It was planned to build into that 
establishment balancing mechanisms which had been 
tried and tested in practice by numerous states. Those 
mechanisms were designed to maintain a stable balance 
amongst power structures and to protect from subjective 
arbitrariness the process of decision making on political 
and other critical issues. After 2 years of tiring work 
some elements of that system had already been created 
and operating. 


Meanwhile the national security leadership, together 
with special intelligence service [SANS], continually 
received information about perilous processes and 
events at our neighbors on Nalbantyan Street [Ministry 
of Interior]. 


Such a situation could not be tolerated by the country’s 
chief policeman. The subsequent unfolding of events 
proved that he was not prepared to come to terms with it. 
[passage omitted] 


Thanks to the methodical work he [Siradeghyan] carried 
out in palace anterooms and largely with the influence of 
the so-called ““dacha syndrome,” Ashot Manucharyan 
was forced to resign in October 1993 because of serious 
differences with the president over not only internal 
policies but also over foreign affairs. In the next 6 
months, those elements of the national security estab- 
lishment that were created with the efforts of the chief 
adviser over a period of 2 years were persistently and 
methodically dismantled with the ful! indifference and 
silent consent of the president who could not have 
missed or mistaken the significance of what was being 
done. 


By the end of 1993, the only obstacle before the complete 
unaccountability of the activities of the interior minister 








This report contains information which is or may be copyrighted in a number of countries. Therefore, copying and/or 
further dissemination of the report is expressly prohibited without obtaining the permission of the copyright owner(s). 




















FBIS-USR-94-089 
16 August 1994 


and his operatives was the SANS, which was headed by 
Eduard Simonyants, the former first deputy of the pres- 
ident’s chief adviser. Despite all the hardships and many 
mistakes, the staff of SANS as well as other competent 
individuals working in that field saw in Simonyants the 
last chance to rebuild the special services and to trans- 
form them in,. a body to serve genuinely national 
security interests. 


However, the path of authoritarianism had already been 
chosen and that choice was not subject to review. It was 
necessary that a critical structure such as the special 
service be headed by “his” man to implement this 
policy. That person turned out to be Davit Shahnazaryan 
whose knowledge in thet area was probably limited to 
the maxim that one’s own operatives are “intelligence 
officers” while the adversaries’ are “spies.” [passeve 
omitted] 


In any event, the service that had the audacity to disturb 
Vanik Smbatovich’s tireless nd selfless efforts to fight 
organized crime by constantiy interfering in the mortal 
battle against public blemishes, was permanently demol- 
ished with the president’s blessing and decree dated 15 
January 1994. The decree will surely be preserved in the 
annals of the history of foolish peoples because it is the 
only normative act since the rise of national statehood in 
history whereby the leade: of a state terminates the oper- 
ative activities of his own special service—and that for no 
more or less than 3 months. That is like terminating a 
patient's breathing for one or two days to cure him of 
tuberculosis. In both cases the result is equally sad. Those 
who are even modestly knowledgeable about that profes- 
sion can reach the inevitable prediction or conclusion: For 
the next 10 to 1> years Armenia cannot have what is 
professionally known as a special service, ihat 1s intelli- 
gence and more importantly counterintelligence services. 
[passage omitted] 


Subsequently developments unfolded with lightning 
speed. Ashot Manucharyan held his press conference at 
the end of January. Those who were present at that 
gathering or know of its contents cannot deny that 
Manucharyan’s appearance was of a purely political 
nature and was prompted mainly by his concern about 
the future development of the Karabakh conflict. He also 
offered a clear appraisal of the presidential decree to 
“restructure” the SANS. I share fully Manucharyan’s 
basic conclusion about this issue: Those who had the 
most objective interest in what was done were external 
forces hostile to Armenia and the operations of certain 
individuals who prepared and convinced the president 
to sign the said decree. [passage omitted] 


[24 Jun 94 p 4] 


[Excerpts] [Passage omitted] In any event, if I am being 
charged with spying, then Mr Shahnazaryan has to 
acknowledge that such a dangerous act is never com- 
mitted in the abstract. Spying is always done for the 
benefit of someone. I demand firmly from Mr Shahnaz- 
aryan to clarify this as soon as possible and tell me at a 
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professional level for which state or group of states | 
have engaged in spying activities. In addition, I have the 
right to know the country to which | should apply for 
political asylum, if necessary. Thus | ask once again that 
the country which consumed my intelligence informa- 
tion be named. I can assure the remaining citizens of the 
republic that | have never publicized secret information 
entrusted to me and that I do not intend to do so in the 
future. [passage omitted] 


In the evening of 17 February, a day before my departure 
to Sophia, I went to the home of one of my friends in 
Moscow, who has a quite senior position in the Russian 
government. | wanted to consult with him about the 
complex situation surrounding me. After listening to me, 
without saying anything he took from his desk a maga- 
zine in which an article he had written after well-known 
August putsch [of 1991] was published. In one para- 
graph, he recalls an old anectode of the stagnation 
period: Question: “Are you prepared to die for an idea?” 
Answer: “I do not know about dying, but I would kill 
anyone you want.” In that article published in the fall of 
1991, he warns prophetically: “It would be a disaster if 
yesterday's democrats who were willing to die for an idea 
are transformed into autocrats who are prepared to kill 
for it.” 


I am afraid that disaster has already occurred in 
Armenia. 


Hoping to be wrong, [signed] Avagyan Vahan, 30 March 
1994, Sophia. 


Status of Border Trade with Iran Outlined 
944K2015B Yerevan YERKIR in Armenian I Jul 94 p 4 


[Report by Hrazdan Sadoyan: ““Mekhri: Bridge, Border 
Trade”’} 


[Text] Three roads come into Mekhri. I :om Nakhich- 
evan, Zangelan and Kajaran. Only one road leaves the 
city, the one to Iran over the Araks River. The first two 
roads are closed for understandable reasons. Today Iran 
is our second largest trade partner, ranking below only 
Russia in terms of volume of goods traded. 


The throbbing of this artery becomes evident even from 
Kapan where trucks with Iranian and Armenian license 
plates line up toward Mekhri and the bridge. 


What is known as the bridge is in fact a temporary 
military pontoon which allows only one vehicle to travel 
in one direction only. There is no restriction on the 
weight of the vehicle. Standing next to the pontoon 
bridge are the foundations of the permanent bridge being 
built. At present that work is at a standstill because of a 
shortage of fuel and building materials. Occasional news 
about the opening of the Mekhri bridge soon are likely to 
remain incongruent with reality for a long time. How- 
ever, the main obstacle to the growth of merchandise 
trade is not the absence of a permanent bridge. 








This report contains information which is or may be copyrighted in a number of countries. Therefore, copying and/or 
further dissemination of the report is expressly proh bited without obtaining the permission of the copyright owner(s). 

















96 CAUCASUS 


On the Iranian side there are a total of two or three 
vehicles waiting, while on our side there are 30 to 40 of 
them. They are all waiting for the cargo to come from the 
other side. What goes to Iran is basically scrap steel. The 
term “scrap” is also relative. The term refers to not only 
steel parts that have become unusable as a result of age or 
accidents but also parts that have become so deliber- 
ately. Some of the latter can be used without any repairs. 
Just so that we do not distort the truth, let us mention 
that the railway line is still in place. People knowledge- 
able in the business report that the scrap metal goes to 
Old Julfa where it is loaded on trains and transported to 
Pakistan. Local people, many of whom have acquain- 
tances on the Iranian side, say that even the Iranians are 
astonished with the shortsightedness with which we 
exchange strategic materials for food. Tomorrow we will 
have to buy the same steel with gold. 


Today Mekhri lives thanks to the bridge and the resulting 
trade. There are individuals who consider $40-$50 as their 
daily expense money. The Mekhri resident who has the 
permits to travel to and from Iran collects $50 simply for 
driving any vehicle coming from Yerevan or elsewhere to 
the other shore (the distance is only 100 meters), to unload 
it and to bring it back. Very large sums of money circulate 
in Mekhri. In the summer 60 to 100 vehicles cross the 
bridge each day. With each crossing the value of the goods 
carried in is doubled. The astronomical prices charged for 
Iranian eggs and cooking oil in Yerevan are born in 
Mekhri. Those who jack up prices in Yerevan further are 
Armenians, not Iranians. The state has given full “‘free- 
dom” to the “entrepreneur.” 


Sometimes, once or twice a week, groups of tourists also 
come to Mekhri. They cross into Iran with money in 
their hands and return with all types of goods from Iran 
and other countries. 


Despite the general impression virtually no fuel comes 
from Iran. Gasoline and diesel oil come to Mekhri, 
Kapan and Goris from Georgia—obviously with much 
higher prices. 


Probably because of the bitter experience of the Sada- 
khlo-Bagratashen market and perhaps because Iran has 
always been the far abroad for us with its border guards 
and sentries and barbed wire, the [Armenian] govern- 
ment does not permit the trading of small goods or retail 
sales. That would stabilize prices to some extent. At 
present trade is concentrated in the hands of a few people 
who set the prices. There are no Iranian goods in Mekhri. 
What there is, as unbelievable as it sounds, comes from 
Yerevan and, naturally, costs the same as or often more 
than in Yerevan. Wholesale trade has shut out the small 
racketeer creating opnortunities for the big racketeer. 
The result is higher prices for goods. 


The traffic over the bridge is overseen by two organiza- 
tions that are completely disconnected from each other: 
The checkpoint of the CIS border guards and Custom 
House 22. By evening both the border guards and the 
customs officials are unable to stand on their feet 
because of fatigue. 


FBIS-USR-94-089 
16 August 1994 


The area around the customs house and the bridge is not 
improved. The officials stand in the sun and dust all day 
long inside two mobile huts where documents are pro- 
cessed. The only consolation is the good relations with 
the Iranian side and the hope that some day they will 
have normal working conditions. 


Karabakh Army Official Expects New Offensive 
944K2015C Yerevan YERKIR in Armenian | Jul 94 pp 1, 2 


[Interview with Serzh Arushanyan, deputy chief of the 
political section of the Defense Army of the Nagorno- 
Karabakh Republic, by HAYLUR correspondent Vache 
Mkrtchyan; date and place not specified] 


[Excerpts] [HAYLUR] What is the situation on Artsakh 
battlefronts? 


[Arushanyan] At present we have relative peace along all 
battlefronts. The adversary fires with various weapons 
on our defense positions in isolated incidents, mainly at 
night, trying to destabilize the situation. We mount 
reprisal operations only when such incidents begin to 
affect the general situation. 


[HAYLUR] Let us move from the abstract concept of 
“relative peace” to reality. 


[Arushanyan] Our soldiers know what relative peace 
means. Azerbaijan has always used ceasefires to mass 
reinforcements and military equipment and to regroup 
its forces. According to information gathered by the 
intelligence services of the NKR Defense Army, this 
time, too, Azerbaijan is preparing intensively, most 
probably for a new all-out offensive. Azerbaijan has 
never intended to resolve the Artsakh problem by polit- 
ical means. Indeed it has always refused to sign any 
documents on the peaceful resolution of the conflict. 


[HAYLUR] And what is the significance of the present 
ceasefire? 


[Arushanyan] It would be naive to think that the present 
ceasefire means that Azerbaijan really wants to end the 
war or to take steps which respect the rights of the 
winning side, that is the NKR. The truth is that the Azeri 
army is substantially weakened. 


[HAYLUR] Do you believe that? 


[Arushanyan] Without any doubt. As you know, Azerba- 
ijan mounted large-scale military operations beginning 
on 17 December 1993. That was the first serious military 
operation undertaken after Aliyev’s assumption of 
power, and it ended, naturally, with the adversary’s 
humiliating defeat. That could be considered as a test of 
Aliyev’s leadership and the condition of the Azeri army. 
Aliyev’s policy in Azerbaijan failed because he failed to 
fulfill his initial promises to the people. Those promises 
were mainly related to the recovery of the occupied 
territories. 
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[HAYLUR] Probably factors other than the combat- 
readiness of the NKR army contributed to the defeat of 
Azerbaijan. 


[Arushanyan] One of those factors is desertion which has 
assumed very large proportions in Azerbaijan. We have 
reliable information that entire enemy regiments ran 
from the battlefield. That is how the regiments from 
Barda, Mingechauri, Masalu and Gyanja on the Agdam 
front behaved. They abandoned the battlefield and fled 
in disorder. 


The Azeri soldier has always known that he has nothing 
to lose on this ancient land. Furthermore one cannot rely 
on mercenaries. 


[HAYLUR] Could the NKR Defense Army refuse to 
abide by the ceasefire agreement? 


[Arushanyan] Yes, but we were guided by purely human- 
itarian considerations. The truth is that a disastrous 
situation has been created for the Azeri people. Azerba- 
ijan would lose additional territories—at least one—if 
we were so inclined. That situation was avoided not by 
Aliyev but by the position of the supreme command of 
the NKR Defense Army. For Aliyev the objective of the 
ceasefire is to prolong his rule. We went along with the 
ceasefire agreement proving once again that the NKR is 
the winning side, not an aggressor. Otherwise we would 
not propose to return territories in exchange for status. 
Usually it is the winning side that imposes terms. We do 
not even want to do that. However the issue of NKR’s 
status is of very special importance to us. [passage 
omitted] 


[HAYLUR] What can you say about Aliyev’s statement 
quoting remarks by foreign reporters and confirming 
that, compared to Artsakh’s army, the Azeri army 
appears to be going on a picnic rather than to the 
battlefield? 


[Arushanyan] As I already stated the enemy army is 
substantially weakened. Aliyev is aware of that more 
than anyone else. However, using propaganda they are 
misinforming not only the international public but their 
own people. For example, after each defeat on the 
battlefield the Azeri press and TV declare that the 
Armenians have been beaten. Later the people hear 
about the truth and surprisingly remain quiet. It is no 
secret that 100 of our soldiers can admirably fight 
against 1,000 enemy soldiers and win. But Azerbaijan 
continues to claim that the Karabakh forces lost hun- 
dreds of men while they lost only 10 to 15 men. Azerba- 
ijan exploits even those victims. The Azeri people has 
been deceived and and continues to be exploited for the 
objectives of the government. I think that the time has 
come for the people to demand a reckoning from its 
government and ask: ““Where are you taking us?” 
[passage omitted] 


[HAYLUR] Are there any prisoners of war? 
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[Arushanyan] There are virtually no prisoners of war 
from the NKR side. There are only hostages from 
Artsakh. Most of those are civilians who were taken 
hostage during joint operations by the Azeri OMON and 
Soviet troops in Shahumyan and Martakert in 1992. The 
number of those hostages is less than 400. One difficulty 
is that it is impossible to have an equal exchange. 
Azerbaijan demands 10 of its people for each Artsakh 
resident it holds. 


[HAYLUR] How well prepared is Artsakh to resist new 
attacks by the enemy? 


[Arushanyan] The NKR Defense Army learned some 
lessons from the adversary’s December offensive. We 
were not prepared for the scale of the offensive, and 
initially the Defense Army could not fight back the way 
it should. We have determined that the unprecedented 
nature of that operation was the result of not the adver- 
Sary’s organization but Aliyev’s awareness of the real 
danger that he might lose power. Today a new offensive 
may begin at any moment. We are prepared for that. 
However, as a representative of the NKR Defense Army, 
I can assure you that this would be Azerbaijan’s last 
offensive. 


[HAYLUR] Does the NKR army have any position with 
regard to mediation efforts for peace? 


[Arushanyan] Our position with regard to various peace 
plans is that guarantees are essential. The most concrete 
of those is the deployment of separating forces. Our 
position is based on international practice and historical 
experience. I believe that permanent peace can be 
assured only by separating forces. 


The four resolutions of the UN Security Council and 
CSCE documents refer to NKR as an Azeri territory. 
Those documents only talk about what status that terri- 
tory should have. In contrast, the Russian plan does not 
contain a single line about NKR remaining part of 
Azerbaijan even though, like all the other plans, it calls 
for the return of occupied territories. The clarity of our 
objective of having our independence recognized is 
evidenced by the fact t! at we are prepared at this minute 
to return those territori«s in exchange for the recognition 
of NKR. 


We stand firmly on our positions: Without the recogni- 
tion of the independence of NKR, we will not give up a 
single handful of this soil which has been consecrated 
with the blood of numerous Armenians over the last 6 
years. 


Lack of Citizenship Law Delays New Passports 


944F1159A Moscow SEGODNYA in Russian 
29 Jul 94 p 4 


[Article by Gamlet Matevosyan: “Armenia: New Pass- 
ports Are Already Available, but They Will Not Be 
Issued Without a Citizenship Law’’] 
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[Text] Yerevan—New passports have been printed in 
Germany for citizens of the Republic of Armenia, The 
new passport consists of 32 pages and is for international 
use. The Ayastan Armenian general fund allocated 
$2.642 million to cover the printing costs incurred in the 
production of the passports. It has already been 
announced that when the new passports are issued to 
citizens of the Republic of Armenia, they will have to 
pay a fee equal to 10 percent of the minimum wage. The 
passports will be issued only after the Supreme Coucil of 
the Republic of Armenia has passed a law on citizenship, 
but there are some serious problems that need to be 
resolved. 

The fact of the matter is that the parliament has been 
discussing the law for almost three years now. and a 
decision has been put off from one session to the next. It 
came up three times at the eighth session, which ended 
several days ago, and once again it was successfully 
postponed. This time the stumbling block was the ques- 
tion of dual citizenship, which has become a particularly 
sensitive issue recently. 

Deputies from a number of political parties (the Arme- 
nian Revolutionary Federation and the Liberal Demo- 
cratic Party, among others) believe that dual citizenship 
is simply essential, since more than half of all ethnic 
Armenians live outside Armenia’s borders. By becoming 
citizens of Armenia, they will be able to participate fully 
in resolving its urgent economic, political, and social 
problems. One would be hard pressed to come up with a 
successful argument against this position. 


At the same time, one cannot help but concur with the 
arguments of the authorities who believe that adoption 
of dual citizenship will create serious problems in the 
country’s domestic political life. For example, how will 
American, French, Argentine, Russian, and other mem- 
bers of the vast diaspora take part in the republic’s 
presidential and parliamentary elections? Will foreigners 
of Armenian origin serve in the national army, and if so, 
how will they be called up for military service? Or, if they 
are Armenian citizens, they should pay taxes, but how? 


Eduard Yegoryan, a representative of the parliamentary 
party of the ruling Armenian National Movement and 
chairman of the commission of the Supreme Council of 
the Republic of Armenia to strengthen state indepen- 
dence and national policy, has suggested a compromise: 
Special residency status should be granted to citizens of 
Armenian origin who are making a major contribution to 
the development of the economy and culture of the 
Republic of Armenia. 


Only the next session of the Armenian parliament, the 
ninth, will show, however, whether this proposal will be 
adopted. 


Official Discusses Privatization Delays 


944K2078A Yerevan RESPUBLIKA ARMENIYA 
in Russian 9 Aug 94 pp 1-2 


[Interview with Vardan Arakelyan, member of the 
Republic of Armenia State Commission on Privatization 
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and Destatization, by Eleonora Vartanyan; place and 
date not given: “Privatization Is a Chance To Get Rich”’} 


[Text] Russian vouchers have long acquired “residence 
rights” in Armenia, but RA [Republic of Armenia] 
citizens are still waiting for ours, Armenian ones. And 
this is considering that the law on privatization and 
destatization of state enterprises and unfinished facili- 
ties under construction was adopted by the RA Supreme 
Council way back in the fall of 1992. In keeping with that 
same law, a State Commission on Privatization and 
Destatization was formed. It appeared thai everything 
was in place to get the process going: the law that set the 
organizational-legal foundation for the transformation 
of property relations on means of production, which ts 
very important for the development of truly free-market 
economy. We had a commission, which was given the 
role of a supreme executive authority in the area of 
privatization; a State Property Inventory Administration 
functioned under the government, which already had 
privatized 300 entities as an experiment authorized by 
government and then all these years sat idle. 


“When will we finally get privatization vouchers in our 
possession?” 


I directed this question to Vardan Arakelyan, member of the 
RA State Commission on Privatization and Destatization. 


[Arakelyan] The privatization program for 1993-1994 
was submitted to the RA Supreme Council in June 1993. 
It was approved on 12 January 1994. Because of the 
date, it was renamed into the 1994 program. This 
basically explains why the privatization time frame got 
stretched out. In keeping with the law, two lists of 
entities subject to privatization were included in the 
program. The first was submitted by the government, 
and the second was put together by our commission from 
requests submitted by collectives of enterprises, physical 
and legal entities. We presented the first batch of entities 
to be privatized—40, which are mainly the entities in 
trade and consumer services sphere—to the government 
for approval; of them, 36 entities were transferred to the 


State Property Inventory Administration, which will 
actually implement the mechanism of their alienation. 
They are already conducting inventory, calculate the 


value of property. We have also prepared a second list of 
entities to be privatized by request. There are 208 of 
them. The third lis! will be considerably broader and 
varied with respect (0 economic sectors. 


[Vartanyan] So, when precisely will privatization of 
small enterprises begin, and when will privatization 
vouchers be distributed among thie population? 


[Arakelyan] The government is planning it {or Septem- 
ber-October of this year. By that time, there will be about 
1,000 entities at some or other stage of privatization. 
Voucher distribution is expected to begin by that time as 
well. 


[Vartanyan] Is there a difference between Russian and 
Armenian vouchers, or did we simply copy their model 
of “voucherization?” 
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[Arakelyan] There is, and quite substantial in my 
opinion, Actually, there are two. In Russia, 30 percent of 
all property to be privatized was distributed all at the 
same time, during the first stage. Our privatization 
vouchers will be issued annually, which means, if we 
plan to privatize 5,000 entities and if the total of their 
value comprises a certain amount, 30 percent of this 
amount will be distributed among the population in the 
form of vouchers. Next year, as a new privatization 
program goes into effect, another 30 percent of property 
privatized in the new year will be distributed to the 
population. Als., those who did not have a chance to use 
their vouchers this year will be able to do it next year. 


[Vartanyan] As a I read it, next year I may end up in 
possession of two vouchers? 


{Arakelyan] Precisely. There is also another difference. 
Our voucher does not have a monetary face value, since 
inflation makes it impossible to determine its value right 
away. Therefore, the nominal value after indexation will 
be determined by the government once every three 
months. 


[Vartanyan] Who can count on receiving a voucher, and 
how many vouchers overall will be issued to the popu- 
lation? Will they be issued to rural residents, who already 
have a substantial advantage over city dwellers—they 
got to own land, and today the land fecds them quite 
well. Now, after the farms have been privatized, many 
even have cows... 


{[Arakelyan] Privatization vouchers will be issued even to 
one-day-old infants; they will be distributed by the 
population number. There are more than 3 million 
Armenian citizens living in Armenia. It means that this 
many vouchers will be issued, including to rural resi- 
dents who have received land, and I do not see social 
injustice in it. Because the voucher only gives you the 
opportunity to participate in privatization. If I or a 
peasant do not use the voucher properly, we cannot 
count on monetary compensation from the government. 
Privatization will give us all the opportunity to partici- 
pate in the process. 


[Vartanyan] What does it mean to use the voucher 
correctly? 


[Arakelyan] it means to invest it in such an enterprise 
that will bring income, dividends. 


[Vartanyan] But how would I—let us say, a rural resi- 
dent—know which enterprise will be profitable, and 
which will go bankrupt? 


{Arakelyan] As in Russia, we will have investment funds, 
which will employ specialists. If you entrust your 
voucher to them in exchange for stock, they will watch 
out for your interests, too, in their work. 


[Vartanyan] Have the privatization vouchers already 
been printed, and, if yes, where? 





———— 
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[Arakelyan] In Germany, and at a reasonable cost. A 
tender—that is, a competition—was held between sev- 
eral companies, and then the one that undertook to do it 
cheaper and quicker got the contract. 


[Vartanyan] Thirty percent of the appraised value of 
privatized enterprises will be distributed to the popula- 
tion in the form of vouchers; what will happen to the 
remaining value of capital assets? 


[Arakelyan] The law on privatization envisages such 
forms of their sale to a collective, an auction, or a bid. In 
the event the labor collective refuses to buy its enter- 
prise, it loses the right to participate in its privatization 
but may participate on equal terms in the auction where 
this enterprise will be put up for sale. If the enterprise has 
an unusual specialization and the state has an interest in 
keeping this specialization, or by the nature of its oper- 
ations it has some limitations, it is privatized through 
bidding. 


[Vartanyan] Naturally, the amounts earned by the state 
at auctions or by selling privatized entities through 
bidding will replenish the state budget. What will it be 
used for? 


[Arakelyan] The money will be placed in a special 
account, Fifty percent of this amount is intended to be 
used to provide short-term, interest-free loans to owners 
who need the initial start-up capital in order to get the 
enterprise on its feet. The remaining 50 percent will be 
used for social needs, to support municipal services, and 
so On. 


[Vartanyan] At the government’s initiative, 20 percent of 
the value of enterprises’ capital assets wili be transferred 
free of charge to labor collectives, mainly in the produc- 
tion sphere—in particular, large, medium-size, and small 
enterprises—while 80 percent remain in state ownership. 
Does this not run counter to the general privatization 


policy? 


[Arakelyan] I do not think so. These enterprises acquire 
the status of a closely held joint-stock society. Within a 
few years, joint-stock societies can use their profits to 
increase their share, adding to these 20 percent. Some 
day this share may reach 51 percent, and tlien this 
enterprise may automatically fall out of the state sector. 


[Vartanyan] Have there been insiances where a labor 
collective wanted to privatize their enterprises, but min- 
istries or agencies to which it is subordinated prevented 
it? 


[Arakelyan] Unfortunately yes, and not that rarely. Any 
transformation affecting enterprises that are part of the 
program—combining them into holding companies, cor- 
porations, associations, etc.—interferes with program 
implementation and frequently deprives the collective of 
the ability to privatize their particular enterprise. This 
method is pilfering of state property in disguise. We 
encounter this kind of resistance quite often in our 
practice. Sometimes the supervising organization puts a 
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direct pressure on the collective, which decided at the 
general meeting to privatize the enterprise and filed a 
request with us. An example? Such incidents took place 
in the Ministry of Transportation and Railways. By the 
way, setting a high rent per one square meter (10 
minimum wages) deprived many entrepreneurs of the 
ability to extend lease contracts on the facilities, which, 
naturally, resulted in a decline in the number of private 
enterprises. Which in turn contributes to higher prices, 
shrinking supply of goods, and lack of competition. This 
is the result of the decision—not well thought through, in 
my opinion—of the Yerevan City Council’s executive 
committee. Unfortunately, there are many who have not 
yet comprehended the fact that economic reform is an 
inevitable process, and privatization is its main element. 


[Vartanyan] Perhaps you nave indeed rushed somewhat 
with privatization? The society is not ready for it—the 
economic crisis, blockade, war... 


[Arakelyan] I am among those who believe that we are 
even somewhat late. Privatization is vitally needed in 
our republic. Some say this is a way of pilfering state 
property. Let us not be facetious: By 1989 everything had 
already been pilfered. The tales of our riches were just a 
myth, which created the illusion of a wealthy society. A 
truly solid and wealthy society could not have fallen 
apart so quickly. America still does not touch its raw 
material reserves, while we, sitting on a minute parcel of 
land, have pumped out of it everything there was to be 
gotten. What are we going to leave to our future gener- 
ations? It is necessary at any cost and as quickly as 
possible to change the economic model that has brought 
the huge country—and us as its small part—into the 
dead end. The new model is simply impossible without a 
class of proprietors. Privatization will help this process 
and will give a chance to many to get rich by exchanging 
vouchers into stock and investing them in profitable 
enterprises. All these 70 years, state property was being 
squandered and pilfered, and inevitably the day came 
when we reached a zero point. Apparently, communists 
also realized it quite well and, therefore, started pere- 
stroyka. Well, as they say, there is a good side to 
everything... 


Weekly Opposition Press Survey 


944K2087A Yerevan RESPUBLIKA ARMENIYA 
in Russian I] Aug 94 p I 


{Aram Abramyan press roundup: “We Love Rapping 
With the Shoe on the Desk’’] 


[Text] Taking issue with the newspaper LRAGIR, which 
calls attention in one of its publications to the positive 
changes in the work of DROSHAK (“The Flag”), the 
organ of the Union of Action, which is published in 
Athens, AZATAMART believes that the said trends, 
specifically, the appearance of articles going beyond the 
framework of party dogmatism, are not that positive, 
quite the reverse. The newspaper writes: “Do not think 
that Athens does not know who exactly sold DROSHAK 
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and for what reason ‘new thoughts and theoretical devel- 
opments.”” In AZATAMART’s opinion, the publica- 
tions that have been vouchsafed particular attention 
prepare the soil not for pluralism but for dissidence, 
which under these circumstances it would be more 
correct to call a betrayal of national interests. 


The newspaper GOLOS ARMENII published another 
interview with Ashot Manucharyan. “Leaving aside the 
accusations against me dictated by a sick imagination 
(that, for example, | am involved in a conspiracy to 
physically eliminate the minister of internal affairs), I 
distinguish a purpose with which I fully agree: The 
removal of one person (in this case V. Siradegyan) not only 
would not resolve the problems confronting our state but, 
on the contrary, would complicate and exacerbate the 
situation. It is this idea that I am attempting to propound 
in my speeches and publications, incidentally.” 


Mr. Manucharyan maintains in the same interview that of 
the journalists he listed at the demonstration—it was a 
question, I would recall, of Tigran Akopyan, Armen 
Khanbabyan, and myself—at least one is a KGB ageni. 
Here the former chief counselor is behaving in just the 
same way as thc former police chief, who promised in his 
celebrated interview to arrest a government minister: A 
general accusation is made, without specifics, in order, to 
be on the safe side, to smear everyone. As we can see, 
despite the most profound contradictions, the handwriting 
of members of the “Karabakh” Committee is identical. As 
distinct from government ministers, I would be extremely 
grateful were Mr. Manucharyan to announce at his next 
demonstration or via his spokesman—GOLOS ARME- 
NII—to which of the said journalists he was referring. 


(I am sincerely grateful to the writers of GOLOS 
ARMENII for the constant and unflagging attention to 
my work. The benevolent criticism of experts, profes- 
sionals, and grandees of journalism will unfailingly be 
taken into account in my future activity.) 


LRAGIR writes in an editorial article that the makers of 
the present day cite as the reasons for our calamitous 
situation not their own ineptitude but numerous external 
and internal factors. The press is considered a powerful 
internal obstacle. 


“Similarly,” the newspaper writes, “the press is unhappy 
with the mass-meeting opposition also. It seems to it also 
that it intones the truth in the last instance, and if the 
press disagrees with it on some issue or other, it is, 
consequently, venal and serves the enemies of the 
people, the KGB, and so forth.” 


The parties also, the article says, which are now purging 
themselves, splitting, and uniting, are unhappy also. 
Coverage of any intra-party process is seen as a blow 
struck at the party’s authority, and the press organ is 
given those same mass-meeting definitions. 


“As the old Armenian saying goes,” LRAGIR writes, 
“everyone rails against fate, but not against his own 
brains.” 
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As we know, at the last NDS [National Democratic 
Union] demonstration the organizers announced the 
Participation in subsequent activity of Raffi Ovanni- 
syan. A correspondent of the newspaper AZG applied to 
Mr. Ovannisyan’s Yerevan office, where he was told: 
Even were the former head of the Foreign Ministry to be 
in Yerevan, he would hardly take part in a demonstra- 
tion since he had made no one such a promise. The 
newspaper was skeptical also of the version to the effect 
that to ensure an entertainment aspect for subsequent 
demonstrations the world-famous conjuror Arutyun 
Akopyan and his no less famous son would be invited to 
Yerevan. 


For my part, I might add that the organizers of the 
activity had an excellent opportunity to ensure a full 
house. But they missed this splendid opportunity, having 
commented unflatteringly on the moral character of 
Viktoria Ruffo.... 


Eduard Yegoryan, a leader of the AOD [Armenian 
National Movement], expresses the opinion in an inter- 
view with the newspaper LRAGIR that the observance 
of legality and the creation of counterbalances within the 
law enforcement authorities should be regulated by deci- 
sions of the government and presidential edicts. Mr. 
Yegoryan believes that the present active members of the 
opposition formerly had unlimited power, but, 
according to his observations, achieved no outstanding 
results. 


The deputy recalls that Ambartsum Galstyan, as 
chairman of the city soviet, was constantly demanding 
that the fullness of municipal authority be transferred to 
him and often failed to comply with the rulings of the 
court even. The author of the material, Anna Israelyan, 
observes in parenthesis that, in all probability, all the 
outstanding figures of the AOD are leaders of the 
Khrushchev type. To my natural question as to what 
traits of Nikita Sergeyevich precisely she was alluding, 
my colleague replied that it was a question of baldness 
and the habit of rapping his shoe on the desk. 


Liparityan Meets With Ukrainian Delegation 


944K2085A Yerevan RESPUBLIKA ARMENIYA 
in Russian 1] Aug 94 p 1 


{Interview with members of Ukrainian Foreign Ministry 
delegation by Vagram Stepanyan; place and date not 
given: “Contact Made”’} 


[Text] Zh. Liparityan, first deputy minister of foreign 
affairs of the Republic of Armenia, recently received a 
delegation oi the Ministry of Foreign Affairs of Ukraine 
composed of A. Bozhko, chief of the CIS Desk, I. 
Loossovskyy, first secretary of the desk, and V. Bykov, 
deputy chief of the Consular Department. Prospects of 
the development of relations in the sphere of policy, the 
economy, and culture between the two countries were 
discussed in the course of the meeting. Mr. Liparityan 
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familiarized the g..ests with the recent initiatives per- 
taining to a political settlement of the Karabakh conflict. 
A dinner was given in the evening in honor of the guests 
on behalf of the Foreign Ministry. Such is the official 
information prepared by the Office for Relations With 
the Press and the Public of the Ministry of Foreign 
Affairs of the Republic of Armenia. 


It should be noted that Ukraine has thus far been 
distinguished by a certain leeriness in relations with our 
country. Of the republics of the former Union, Kiev has 
not established diplomatic relations only with Armenia. 
And this is the first Ukrainian delegation at Foreign 
Ministry level that has visited Yerevan. Our RESPUB- 
LIKA ARMENIYA correspondent met with its members 
and asked them to answer several questions. 


[Stepanyan] Why have diplomatic relations yet to be 
established between our -ountries? 


[Answer] It seems to me that this is the result of 
insufficient political will on both sides and of insuffi- 
cient work performed by our foreign policy departments. 
It is surprising and incomprehensible inasmuch as 
Ukraine is tied by a countless multitude of threads to 
Armenia in both the cultural and economic spheres, and 
they are united by long-standing historical ties also. With 
the election of the new president in Ukraine new 
approaches are now being sought in the sphere of 
domestic and foreign policy, in which connection the 
leadership now has an acute need for information, spe- 
cifically concerning our delegation, on the basis of whose 
work further relations will be built. This, it may be said, 
is the main purpose of our visit. 


[Stepanyan] Are some documents being prepared for 
signing? 


[Answer] Our desk has recently been working on a draft 
friendship and cooperation treaty between Ukraine and 
Armenia. In the course of the meetings in Yerevan we 
drew our colleagues’ attention to the need for an accel- 
eration of work on the preparation of this document for 


signing. 


[Stepanyan] Will this signify an exchange of embassies 
between the two countries? 


[Answer] An Embassy of Armenia is already operating in 
Kiev. The functions of charge d’affaires of Ukraine in 
Armenia, however, will be performed on a combined 
basis by our ambassador in Georgia. This also is a task of 
our visit: We have requested agreement for Mr. Kasy- 
anenko to work as ambassador in Armenia. He will 
represent our country in Azerbaijan also, incidentally. 


[Stepanyan] What is Kiev officialdom’s attitude toward 
the facts published in the Moscow press concerning the 
participation of servicemen mercenaries of Ukrainian 
nationality in the Karabakh conflict and also of the sale 
of weapons to Azerbaijan? 








This report contains information which is or may be copyrighted in a number of countries. Therefore, copying and/or 
further dissemination of the report is expressly prohibited without obtaining the permission of the copyright owner(s). 




















102 CAUCASUS 


[Answer] Ukraine takes a negative view of instances of 
the mercenary hire and participation of Ukrainians in 
‘r terethnic conflicts out-ide of our country. A law that 
. akes a strict interpretation of such instances has been 
adopted in the republic. But at the same time we are not 
indifferent to the fate of Ukrainians. We are talking 
about the pilot Belyachenko, who was shot down in the 
skies of the Nagorno-Karabakh Republic and who has 
been sentenced by this republic’s authorities to death. 
We would like to appeal to the leadership of Nagornyy 
Karabakh to commute the sentence on humanitarian 
grounds. We hope that the Ministry of Foreign Affairs of 
Armenia will be a mediator between Ukraine and the 
authorities of the Nagorno-Karabakh Republic on this 
issue. We are not in possession of particular facts of 
Ukraine’s supply of weapons to Azerbayan. 


We would add that O. Parkhomenko, chairman of Arme- 
nia’s Ukrainian community, who reported that approx- 
imately 8,000 Ukrainians, 4,000 in Yerevan alone, are 
living in the Republic of Armenia at this time, took part 
in the journalists’ meeting with the Ukrainian diplomats. 
This indicates once again, I believe, the need for the 
establishment of good and mutually beneficial relations 
between the Republic of Armenia and Ukraine. 


Ramkavar Azatakan Faction Forms Own Party 


944K 2085B Yerevan RESPUBLIKA ARMENIYA 
in Russian I] Aug 94 p I 


[Artem Yerkanyan report: ‘“““We Are Not a Group of the 
Disaffected’”’] 


[Text] ‘““We are not a group of the disaffected,” Vigen 
Khachatryan, member of the Supreme Council of the 
Republic of Armenia and former leader of the parlia- 
mentary faction of the Ramkavar Azatakan Party and 
now head of a group of sympathizers intent on creating 
their own liberal democratic party, said at a news con- 
ference called the day before yesterday at the House of 
Journalists. All Khachatryan’s sympathizers, who also 
were present at the news conference, are former figures 
of the Ramkavar Azatakan Party who have found them- 
selves out of favor following its third, special, congress. 
According to them, the congress was staged in serious 
violation of the rules, as a result of which entire district 
organizations were not represented at the sittings. The 
third congress intensified the contradictions between the 
intra-party groupings and, as a result, led to a conclusive 
split. The group of party members that have united 
around Vigen Khachatryan, considering themselves con- 
sistent defenders of the ideas of liberalism and recog- 
nizing their right to call themselves the successor of the 
Ramkavar Azatakan Party, have proclaimed the creation 
of a new party with the same name. 


Anticipating journalists’ fear of possible confusion con- 
nected with the identical names, the new party figures 
advised that when their party is mentioned, “liberal 
democratic” should be added in parenthesis. And the 
following was suggested to distinguish between the 
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abbreviations: that the PRAA [Ramkavar Azatakan 
Party of Armenia] continue to be called ‘“Mirzakhanya- 
nites,” and that they be honored simply with PRA. 


The party members rejected unequivocally the attempt 
to link the proclamation of the formation of the new 
party with the fact that President Ter-Petrosyan had not 
long before this received a leader of the action com- 
mittee, maintaining that the president had learned of 
their intention only during the interview. They consider 
inappropriate also a parallel with the so-called ‘‘cooper- 
ative Union of Action.” 


Two statements heard right at the start and right at the 
end of the news conference appeared highly contradic- 
tory, in the view of our RESPUBLIKA ARMENIYA 
correspondent. In accordance with the first, the 
Ramkavar Azatakan Party is a political corpse, whose 
resuscitation is not only pointless but dangerous for the 
people. The second assertion, on the other hand, was 
roughly as follows: “The unification of the PRA and the 
PRAA is sooner or later inevitable.” 


AZERBAIJAN 


Half-Year Economic Statistics for Baku 
944K2067A Baku BAKU in Russian 6 Aug 94 pp 1-2 


{Unattributed report based on the data of the Baku city 
statistics administration: “Baku-1994. The First Half- 
Year”’} 


[Text] In the first half of the current year, 89 billion 
manats (in current prices) worth of industrial output was 
produced in Baku. The physical volume of industrial 
output declined over six months as compared to the 
corresponding period of last year by 16.8 percent. The 
greatest decline of production occurred at the Elektrot- 
sentrolit and Bakinskiy Rabochiy plants; worsted, con- 
fectionery, and furniture parts combines; the crackers 
factory; and others. 


Despite the decline in the volume of output, inventories 
of goods at enterprise warehouséts did not decrease; on 
the contrary, their quantities increased. The greatest 
quantities of unsold products were registered in Nani- 
manovskiy, Sabunchinskiy, Yasamalskiy, Binagadyan- 
skiy, Nizaminskiy, Nasiminskiy, and Azizbekovskiy 
Rayons. 


As compared to the first half of last year, over the period 
under review there was an increase in the productivn of 
automotive gasoline, power transformers, tires for agri- 
cultural vehicles, sausage, bread and bakery items, r.:ac- 
aroni items, and alcoholic beverages. With respect to 
most items produced by industry, the output declined, 
however: oil, gas, buses, oil equipment, jewelry, meat, 
butter, milk products, etc. 


In the first half-year, Baku industrial enterprises pro- 
duced 35.2 billion manats worth of consumer gocds, 
which is 16.2 percent less than over the corresponding 
period of last year. 
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Over the period under review, capital construction uti- 
lized 16.2 billion manats from all sources of financing. 
Reconstruction of the Baku bread-baking combine No. 2 
was completed; in the Bakikhanova settlement, an auto- 
matic telephone switching station for 2,200 numbers was 
put on line. Over the half-year, 53,600 square meters of 
housing was built through all sources of financing; 729 
apartments were put in use. Individual construction 
accounts for 21 percent of all new housing built. A 
hospital for 80 beds v.as built in Valamdar settlement. 


At the same time, as compared to the corresponding 
period of last year, the volume of capital construction 
declined considerably—only 10 percent of the annual 
program of housing and social facilities construction 
target was met. 


Over six months, 19.6 billion manats’ worth of goods 
were sold through the network of state, cooperative, 
consignment, and commercial trade. In comparable 
prices, this is 46.7 percent less than over the same period 
of last year; in June, the volume declined by 68.5 
percent. Over the reporting period, trade enterprises sold 
10.3 billion manats’ worth of products, which is 4.6 
times more than over the corresponding months of last 
year in current prices. However .aking into account that 
prices increased over this pe .od of time 11.4-fold, the 
total physical volume of goods sold declined by 50.4 
percent. 


Over the half-year, 9.6 billion manats’ worth of for-fee 
services were rendered to the population, including 1.1 
billion manats’ worth of consumer services. As com- 
pared to the first half of last year, prices for for-fee 
services increased over this period 14.7-fold. 


In June of the current year, the average wage of workers 
and office workers engaged in the Baku economy 
amounted to 11,796 manats, which is 4.4 times more 
than in last year’s June. The greatest wage increases took 
place in construction, industry enterprises, and transpor- 
tation. Over the period of January-June, 578,100 per- 
sons were employed in the Baku economy, of which 
561,700—in the sphere of state production. Over this 
time, the birth rate per 1,000 population declined, while 
the death rate increased. Infant mortality declined some- 
what. 


July Energy Production Down 
944K2067B Baku VYSHKA in Russian 6 Aug 94 p 1 


{Untitled report based on AZERTADZH and ASSA- 
IRADA dispatches, under the rubric “Day by Day”’] 


[Text] Despite rising prices for fuels, which boosted the 
hopes for stabilization in oil production, July finished 
with the greatest decline in production level since the 
beginning of the year. For the first time this year, 
dry-land oil production fell below the planned targets. 
The indicators for gas production are even lower. 


—————— 
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Neither did the hope for improving the financial situa- 
tion in oil production materialize. Its consumers cur- 
rently owe producers 9 billion manats. At the same time, 
the industry’s own debt has already reached 30 billion 
manats. 


Economic Ministry Plans New Energy Prices 
944K2067C Baku VYSHKA in Russian 6 Aug 94 p | 


[Untitled report based on AZERTADZH and ASSA- 
IRADA dispatches, under the rubric “Day by Day”’] 


[Text] The Azerbaijani Ministry of Economics has 
drafted a proposal for new prices for oil and other fuels. 
The KNKAR [expansion unidentified] proposes to set 
their maximum level, taking into account current 
expenses, at 21,000 manats per tonne. Judging by all 
indications, however, it is unlikely that this minimum 
{as published] will be approved. 


Military Commissar on Draft Problems 


944K2067D Baku NEZAVISIMAYA GAZETA 
in Russian 6 Aug 94 p 3 


[Interview with the republic military commissioner, 
Colonel Asif Abbasov, by Amrakh Fagan oglu; place and 
date not given: “We Will Win!” 


[Text] [Fagan oglu] Esteemed Asif, this conversation was 
supposed to take place a month ago, but every time I 
tried to contact you I was told that you were busy. I 
understand yours is a high-tension job of great responsi- 
bility. Please tell us what has been happening recently in 
the military draft office. 


[Abbasov] In keeping with the president’s edict, the 
current draft began in May of this year. For both 
objective and subjective reasons, we were unable to 
complete it before the end of the month. There are quite 
a few private colleges in the republic now where students 
of draft age are enrolled. The rectors of these institu- 
tions, as well as students’ parents, try to do everything to 
obtain for the young people exemption from military 
service, which, of course, makes our work more difficult. 
But overall we have accomplished the task set for us. 
Unfortunately, not only students dodge the draft. And it 
is very regrettable that relatives help young people in 
this. When the military draft office sends notices to their 
home, we get a reply that the draftee has left the republic. 
All in all, however, the draft target has been met without 
any violations. 


[Fagan oglu] We know from the mass media that there 
have been some changes to the president’s edict on the 
call-up. The number of preferences and privileges has 
been cut considerably. Could you please comment on 
these changes? 


[Abbasov] In the event the person being called up has 
four or more dependent children (I want to emphasize 
that this edict deals only with the call-up), and also, if he 
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ence graduate student, 
ut, or has as dependents 


is a full-time or by-corresp 
full-time undergraduate s° 
persons with the catege I or II disability (which 
includes close relatives iamily members living sepa- 
rately but in need of car and guardianship), he qualifies 
for a postponement. 


The edict tasks the republic Ministry of Defense with 
ensuring that draft-eligible persons in the republic who 
are the only sons in the family, as well as one of two or 
more sons in the family, are assigned to serve their duty 
in the rear services. That is, if, for instance, some or 
other family has five sons of draft age, all five are called 
up. Four of them are sent to the front, and one serves in 
the rear services. The only son also is called up, but he 
serves only in the rear services. 


[Fagan oglu] One frequently hears talk about negative 
incidents taking place in rayon draft offices. The presi- 
dent himself mentioned this a few months ago. As the 
republic military commissioner, are you satisfied with 
the draft offices’ operations? 


[Abbasov] I have to say that discontent and criticisms 
addressed at city and rayon draft offices is frequently 
fair. We had more complaints in the past. Alas, there are 
still some draft office officers who violate the law in all 
sorts of ways. You see, the officers who at some time in 
the past had been sent to the front were replaced mainly 
by reserve officers. Unfortunately, their level is rather 
low, and they do not have much work experience. This is 
the reason why various violations occur. Of course, we 
combat this—we harshly penalize officers who commit 
offenses by dismissing them from the job or demote 
them in rank. This matter is a topical problem and is 
always at the center of our attention. We strive to build 
our work with the military procuracy and the public in 
such a way as to not causé.complaints and discontent. 


[Fagan oglu] Esteemed Asif, the draft and call-up issues 
are mostly handled by draft offices’ personnel. There are 
instances, of which you of course are aware, when these 
important, very crucial measures are conducted through 
the method of round-up. How do you, as the republic 
military commissioner, feel about this method? 


[Abbasov] I cannot accept this word—“round-up.” 
Because as a military commissioner, I have never given 
anybody an order to conduct a round-up, although some 
draft offices are no strangers to this style of work. I must 
point out that this shameful method has not been used 
during the latest call-up. Citizens were called up for 
military service only within the boundaries of the 
existing law. I cannot, and will not, agree to have our 
youth called up in such a way. More likely, round-ups are 
conducted by those who have a stake in it. Unfortu- 
nately, | do not have such data. And, if in the future 
someone takes the risk of conducting such an important 
undertaking as draft and call-up this way, they will be 
punished with all severity of the law. 


[Fagan oglu] You frequently travel to the front line. 
What can you say about the morale and the fighting 
spirit of defenders of our motherland? 
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[Abbasov] Of course, as compared to previous years, the 
fighting qualities of soldiers are much higher. The officer 
corps consists of experienced skilled cadres. This has an 
effec: on the fighting spirit. We are building our army, 
and difficulties along this road are inevitable. But I am 
convinced that in a near future we will have our own 
regular army and we will win the war and get our 
business in order. 


[Fagan oglu] Thank you for finding the time to answer 
questions of interest to our readers. 


Parliament Sets Law Enforcement Tasks 


944K2066A Baku AZERBAYDZHAN in Russian 
6 Aug 94 pl 


[AZERBAYDZHAN report: “In the National Assembly: 
Parliament Demands That the Fight Against Crime Be 
Stepped Up”’] 


[Text] The membership of standing commissions of the 
National Assembly will be expanded shortly due to the 
inclusion of Supreme Council deputies. This was 
announced by the head of Azerbaijan’s parliament, 
Rasul Guliyev, at the last meeting of the National 
Assembly before the recess held on 29 July. A total of 84 
members of parliament will serve on the commissions 
(of whom 51 will be members of the National Assembly). 
Deputies of the Supreme Council who are not members 
of the National Assembly will have the right to vote in 
the commissions. A new commission for the affairs of 
women, families, and young people will be established. 


The same meeting heard reports by the ministers of 
internal affairs and national security, as well as the acting 
general prosecutor on the progress of the fight against 
crime. According to a decree passed by the parliament, 
the operation of law enforcement organs in this area was 
found unsatisfactory. The Ministry of Internal Affairs, 
the Ministry of National Security, the Ministry of Jus- 
tice, the Supreme Court, and the General Prosecutor’s 
Office were instructed to develop within two months and 
present to the president of the country a draft state 
program for fighting crime, to be subsequently submitted 
for consideration by the parliament. It was suggested 
that the parliamentary commissions for the organiza- 
tional development of the state and for defense issues, 
and for legal policy, jointly with the relevant law enforce- 
ment organs, prepare within one month draft amend- 
ments to the Criminal Code which envision more severe 
punishment for crimes in the economic area: for the 
illegal extension of credit, artificial inducement of bank- 
ruptcy, premeditated violations of procedures for 
keeping accounting records, tax evasion, and so on. The 
creation within 15 days of a directorate for combating 
organized crime, terrorism, and banditry at the Ministry 
of Internal Affairs is also envisioned. 


The National Assembly will resume its proceedings after 
the recess on | September. 








This report contains information which is or may be copyrighted in a number of countries. Therefore, copying and/or 
further dissemination of the report is expressly prohibited without obtaining the permission of the copyright owner(s). 




















FBIS-USR-94-089 
16 August 1994 


Parliament Acts on Currency, Credit Issues 


944K2066B Baku AZERBAYDZHAN in Russian 
6 Aug 94 p 1 


(“Own Information” report: “‘Indexation of Deposits 
Will Begin in 1995”] 


[Text] As has already been reported, the National 
Assembly has approved the Main Directions for Mone- 
tary and Credit Policy in 1994. The document envisions 
measures to index monetary deposits of the population 
of the republic at the Savings Bank. In particular, effec- 
tive | August 1994 through 31 December 1997 this bank 
will be exempt from the profit tax; profits will be 
allocated to raise interest rates on deposits, as well as to 
index deposits placed before 1 January 1992. The Sav- 
ings Bank is planning to index such deposits by S00 
percent annually on average as early as | January 1995. 
Therefore, your funds deposited at the Savings Bank 
prior to | January 1992 will grow 1,500 percent by the 
end of 1997. 


Government Refugee Funds Misused 


944K2066C Baku ZERKALO in Russian 
6 Aug 94 pp 1, 4 


[Article by Elchin Alyoglu: “Hundreds of Millions of 
Manats Have Been Stolen From the Refugees’’] 


[Text] Six hundred and fifty million manats—such is the 
difference between the sum the State Committee for 
Refugee and Forced Resettler Affairs received from the 
state budget in 1992 and 1993 and the sum it has 
transferred to the needy. 


The editorial office has obtained a copy of a letter which 
was sent one month ago by Fikret Yusifov, at that time 
the first deputy minister of finance and currently min- 
ister of finance, to Rasul Guliyev, chairman of the 
National Assembly of the republic. As the letter suggests, 
the Ministry of Finance had verified the manner in 
which funds allocated for refugee assistance from the 
budget had been disbursed in the two preceding years. 
The results of verification which the minister gives in the 
letter testify unequivocally that the shameless robbery by 
officials of people left without shelter and means of 
support which had been organized on a grand scale had 
gone on for two years to the sound of compassionate 
sighs and appeals to help the refugees. 


In 1992, 90.4404 million manats were allocated from the 
budget of the republic to the State Committee for Ref- 
ugee Affairs, and in 1993—3,374,501,400,000 manats. 
For its part, the state committee transferred to rayon 
executive authorities, enterprises, and organizations, as 
well as to organizations reporting to the state committee, 
90.1912 million manats in 1992 and 2,704,232,600,000 
manats in 1993. According to our calculations, the 
difference during the two years came to an amount of 
650 million manats. Taking into account the fact that 
last year and the year before are at issue, this comes to no 
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less than $2 million. The letter does not say where this 
money has gone, but we can make a guess. 


The methods used to distribute monctary benefits sug- 
gest the answer. In particular, the “dead-souls” method 
was popular. Either people who do not exist at all were 
put on the list of refugees, or one and the same person 
was mentioned several times. For example, the executive 
authorities of Nizaminskiy Rayon received from the 
State Committee for Refugee Affairs almost 1.4 million 
excess manats in this manner, those of Khatainskiy 
Rayon—1.471 million manats, Yasamalskiy Rayon— 
528,700 manats, Sabailskiy Rayon—558,800 manats, 
and Apsheronskiy Rayon—1.386 million manats. In 
addition, the number of families in need of financial 
assistance was artificially overstated in Nizaminskiy, 
Sabailskiy, and Yasamalskiy Rayons. 


During an inspection at the student dormitories of Baku 
where refugees are housed, it came out that the hungry 
people were also successfully cheated in the process of 
food distribution. For example, the supposition was that 
refugees are given cooked dinners daily, for which public 
catering enterprises received an additional 24 percent on 
top of 6.5 million manats allocated from the budget. 
However, first, meals were not provided daily but rather 
once in five to 10 days, and then they were dry rations 
rather than cooked dinners. 


In general, said the letter, the total amount of foodstuffs 
distributed to refugees ultimately could not be deter- 
mined because of the absence of any documentation 
whatsoever. For example, more than 1.5 million manats 
were written off in Apsheronskiy Rayon under the pre- 
text of the acquisition of foodstuffs at kolkhoz market- 
places. 


Just one employee of the Savings Bank, a certain Alla- 
khyarov, who convincingly explained to the people that 
money was not being issued due to lack of cash at the 
bank, misappropriated more than 2 million manats 
earmarked for refugees as food expenses and lump-sum 


grants. 


After receiving 296.3539 million manats for the needs of 
refugees in 1993, the Resort Joint-Stock Company spent 
only 286.062 million for such purposes, while acquiring 
construc‘ion materials and furniture and extending 
credit to other companies and organizations. 


However, the state committee that was established to help 
refugees particularly distinguished itself. The Material and 
Technical Supply Directorate of this committee simply took 
1 million manats allocated from the budget for the already 
mentioned refugees and invested it as its share in a com- 
mercial bank. In 1993, a stone quarry, for maintenance of 
which 300,000 manats were spent, reported to this direc- 
torate. However, not a single cube stone from this quarry 
was used to meet the needs of refugees. Yet not | manat was 
contributed to the budget of the republic as proceeds from 
the sale of stone either. 
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The letter of the minister of finance mentions many 
other things. By all signs, either confirmation or refuta- 
tion of the facts quoted by him should follow. To be sure, 
the author of the letier appears to be too competent a 
man to be able te allow himself an ill-conceived state- 
ment on this sensitive question, if for no other reason 
than because of the very position he holds. However, 
even if some action follows, it is hard to imagine a 
guarantee that similar things will not occur in the future. 


Democratic Party Opposes Russian Mediation 


944K2076A Yerevan RESPUBLIKA ARMENIYA 
in Russian 9 Aug 94 p 1 


[SNARK report: ““Members of Azerbaijan’s Opposition 
Are Afraid of Russia’’} 


[Text] A solution of the Karabakh problem within the 
framework of the mediation of just one state—Russia 
particularly—is futile. This is the opinion held by prac- 
tically all opposition parties in Azerbaijan. 


The entry of the conflict into a new phase and Russia’s 
wresting of the initiative from the CSCE in the peacemaking 
efforts have evoked serious disquiet in the Democratic 
Party of the republic (DPA). A statement distributed by this 
party observes that this disenchantment with events is the 
direct result of the mistakes of the leadership of Azerbaijan, 
which is lending the efforts of the CSCE insufficient sup- 
port. The statement emphasizes, in particular, that the 
present authorities of the republic, dragging Azerbaijan into 
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a shameful agreement for the country called “Grand Polit- 
ical” (GPA), will bear the historical responsibility before the 
Azerbaijani pecole 


The bitter fate of Bosnia suggests, the doci'ment says, 
that to forces endeavoring at a price of the ti »gedies of 
small peoples to establish spheres of influence in this 
region or the other there should be counterposed, 
together with diplomatic efforts, “organized resistance,” 
which cannot be achieved without an increase in the 
defense capability of the state. 


Democratic Congress Opposes Peace Plan 


944K20°6B Yerevan RESPUBLIKA ARMENIYA 
in Russian 9 Aug 94 p 1 


[NOYAN TAPAN report: “The Democratic Congress 
Demands...”’] 


[Text] The Council of Representatives of the Democratic 
Congress of Azerbaijan has demanded that the terms of the 
Grand Political Agreement on the Armenia-Azerbaijan con- 
flict be made public. The Council of Representatives 
observed that this political agreement, which, in their 
opinion, will be signed in mid-August, is a threat to the 
independence and territorial integrity of the state. For this 
reason, the representatives of the opposition have resolved 
at the next meeting of the Council of the Democratic 
Congress to appeal to the UN secretary general, the states 
that are members of this international community, the 
CSCE, and ihe participants in this organization. The Dem- 
ocratic Congress has also resolved to do everything within 
its power to have Arif Pashayev, deputy chairman of the 
Azerbaijan Popular Front, face public trial. 
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ESTONIA 


Russian Troop Withdrawal Agreement Faulted 


944K 2010.4 Moscow KOMSOMOLSKAYA PRAVDA 
in Russian 3 Aug 94 p 3 


[Article by correspondent G. Sapozhnikova:“Pensioners, 
Prepare To Depart! Who Duped Whom Signing Agree- 
ments on the Withdrawal of Russian Troops From 
Estonia?’’] 


[Text] The documents were finally published in the 
newspapers and it thus became clear that we will not be 
seeing the epilogue to this drama this season. After the 
pompous signing of the Russian-Estonian agreements, 
there will be a second act: ratification. 


At the same time almost all the more or less large parties 
of Estonia appeared with declarations that there would 
be no ratification at all. One legislator, Kalyu Pyldvere, 
accused Lennart Meri, the president of Estonia, of 
betraying the country. Academician Endel Lippmaa, one 
of the leaders of the opposition Coalition Party, assures 
everyone that the presidents signed another secret pro- 
tocoi, which protects the rights of Russians and harms 
the national interests of Estonia. He cites a powerful 
argument: How could it be anything different when the 
minister of foreign affairs of Estonia has a Russian 
father? Tunne Kelam, leader of the Party of National 
Independence and vice speaker of the State Assembly, 
openly calls on the people to refrain from making exces- 
sive noise for the time heing so that the withdrawal of the 
troops could be guaranteed. Then, we can make as much 
noise as we wish. Let us also raise this question about 
recognizing the occupation. Which, naturally, provides 
good grounds for a new “act in the play.” 


What is characteristic is that both the Russian and 
Estonian presidents are highly pleased with the signed 
agreements. What is strange is how both ordinary Rus- 
sians and ordinary Estonians feel certain that they were 
duped. That is, first of all, due to the nebulous nature of 
certain formulations, which will inevitably lead to 
varying interpretations. For instance, what is the 
meaning of Point | in Article 2, of which Russian 
diplomacy is so proud: “Military pensioners and mem- 
bers of their families will receive a residence permit in 
the Estonian Republic, except for those individuals who 
were in a substantiated manner expressly denied that by 
government decision because of a threat to the security 
of the Estonian government?” Yes, almost everyone will 
be denied, inasmuch as in the opinion of Estonian 
officials they all present a threat, no matter how hard 
Vasiliy Svirin, head of the Russian delegation at the 
negotiations, assures us that in case of denial the Esto- 
nian side will have to submit substantiated arguments. It 
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would be interestine to know whom it will be presenting 
them to. To the international community? The fact that 
a CSCE representative will be included in the govern- 
ment commission which will be delivering the verdict— 
whether some retiree is to live in Estonia or not—means 
absolutely nothing. The CSCE does not interfere in the 
internal affairs of other countries. 


A surprise is contained in another article in the agree- 
ment on withdrawal of troops of the Russian Federation 
from the territory of the Estonian Republic, to wit, 
Article 19, which states: “The Russian Federation com- 
pensates material damages caused the Estonian Republic 
or a legal or a physical body situated on its territory by 
the action or inaction of the armed forces or of their 
individual members in the performance of their duties 
within the scope determined on the basis of claims 
submitted in accordance with the legislation of the 
Estonian &epublic.”” Could this constitute a tacit recog- 
nition of the occupation that Estonia is so interested in 
and which grants it the right to demand withdrawal of 
the “civilian garrison,” that is, those who settled in 
Estonia over the past 50 years, along with the army, as 
well as compensation for the ecological damage that was 
inflicted, whose figures are being computed for a long 
time and from time to time are set at astronomical 
levels? At any rate, the agreement contains not a word 
about compensation for military facilities being aban- 
doned or about mutual settlement of material claims. 


Russian diplomacy, of course, must be given its due. It 
somehow managed to include a series of important and 
clever points in the signed documents, to which the 
Estonian side had vigorously objected in the past. For 
instance, the point that Estonia will participate in the 
construction of housing for military personnel if the 
financing of such housing is conducted by third coun- 
tries. It is necessary to evaluate the possibility of priva- 
tizing housing for military pensioners that was won for 
what it is worth and reread several times Article 6, which 
theoretically endows former military personnel and their 
family members with economic and cultural rights “in 
accordance with commonly recognized international 
legal norms on human rights.” 


It sounds attractive and mysterious, and it would have 
been possible to write off such a lack of specifics as being 
due to diplomatic language were it not for Riyna Konka, 
chief of department in the Estonian Ministry of Foreign 
Affairs, declaring yesterday that all these articles were 
formulated in a hazy manner intentionally. If one recalls 
the consequences brought about by such haziness in the 
agreement on fundamentals of interstate relations signed 
by Yeltsin in January 1991 (that agreement in essence 
made it possible to deprive half-a-million non-Estonians 
of citizenship), the agreement on troop withdrawal 
would be bett r called a verdict. 
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